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PREFACE 


When first askotl to write on tlie Relations of the 
State to Trade, I saw with pleasure that Mr. Stanley 
Jevons was to write on the Relations of the State to 
Labour, and hoped that we might consult with one 
another on the line to be taken and on tlic distinc- 
tion to be made between these two kindred subjects. 
For some time circumstances prevented me from 
writing, and when I was able to do .so, his treatise 
had appeared, and he, alas I was prematurely lost to 
us. In the following pages I have tried to avoid 
the ground which he ha.s occupied; but find the 
tendency of my own opinions on one point slightly 
diverging from his. It is not difficult to account for 
this. He knew much more of local government and 
of local wants than I do; I perhaps have seen more 
of the difficulties and weakness of central government 
than he had; the general impression left on my 
mind is therefore rather more adverse to central state 
interference than his was. In thus referring to 
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Mr, Jevons I can only add to the many public exprea- 
sions of regret for his loss my own tribute of sincere 
admiration for one to whom we owed so much and 
from whom we expected so much more ; one >vlio 
as a statistician had the rare faculty of using figures 
with intelligence and discrimination ; one who as an 
economist treiited society not as a machine, subject 
to dead mechanical rules, but as a living, growing, 
changing organism ; one, above all, who in what^ 
ever he did was a sincere lover of truth ijnd of 
his fellow-men. 
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In writing a chapter which is to servo in part as 
supplement, and in part as preface, to a new edititjn 
of Lord Farrer’s book on “The State in its Kelation to 
Trade,” I desire first to call attention to the piactical 
eliaracter of the book itself. It is not tlie book of the 
mere student, though it is the result of much stud3^ 
To a large extent it is a statement of the principle's and 
reflections employed by Loi'd Farrer for liis owji guidance 
in the department of government — the Board of Trade — 
with which he was connected for thirty years or more ; 
for a short time as one of the assistant secretaries, and 
afterwards as permanent secretary, having all the tlireads 
of the business in his hands. In other words, as the 


permanent head of the chief department of the govern- 
ment having to do with trade rnattei’s, Lord Farrer has 
given the public in this volume a statement of the 
necessities and occasions which foi'ce or induce the 
government to deal with trade ; the reasons whicli 
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determine its action and the objects to be accomplished ; 
the limitations and restrictions of its activity ; and the 
effects of its interference, as far as they can be ascer- 
tained. In doing so he has for the most part been 
giving an account of departmental experience ; of 
business which he has himself handled, and where his 
judgment and experience, in his own time, largely 
guided the government. Even in matters not within 
his own department, it may be added, he was constantly 
resorted to by the government for information and 
advice. There is little in this book, accordingly, where 
he had not personal experience, the exceptions being 
mainly the business of departments like the Post Office, 
the Customs, or the Inland Revenue, where the govern- 
ment administers a business and does not merely super- 
vise public or private traders, or control their action. 

The reader will understand better, perhaps, how 
much of Lord Earrer^s personal experience in official 
life is in the book if I mention some of the more 
important subjects dealt with in it and show the growth 
of the government’s connection with them under his 
direction. One of these subjects is maritime law and 
merchant shipping, which was his own special province 
at the Hoard of Trade as assistant secretary, before he 
became permanent secretary, and which he always took 
a personal interest in. His experience went back to 
1849, and included the repeal of the Navigation Laws, 
one of the great free-trade measures about the middle of 
last century. Next it fell to his hand to assist in the 
legislation for emigrant ships and for sea-going passenger 
ships generally in 1855, as well as other merchant 
shipping legislation ; while in later life what is known 
as the Plimsoll legislation, to protect life and property 
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at sea, occupied much of his time. Ollier topics, such 
as imiuiries into wrecks, pilotage, the rule of the roa<l at 
sea, tlie levying and administration of light din*s, marine 
insurance, and so on, all came before him, so that the 
growth of the marine brancli of tlie Hoari 1 of Trade', 
and the development of almost the entire code of 
shipping legislation as it now stands, lu'longt'd almost 
entirely to his time. 

Another branch of business whicli occupied him 
greatly as permanent seci'ctary was the arrangement of 
government action regarding the great raiUvay monopoly. 
Though not a member of the Joint Committee {s^r p. 141) 
which reported in 1872 and laid down tin* main lini's 
for regulating the monopoly, such as th<‘ compulsion 
upon railway companies to give through rates and fares 
from any station of one system to any station of other 
.systems, Lord Farrer was practically the adviser of tlio 
Committee behind tlie scenes, aiul if he did not write 
the report he had no small share in its preparation and 
final revisal. As permanent secretary, of course he 
directed the daily action of the Hoard of Trade in 
exercising the control over tlie railways. Later on, 
tramway legislation, by a natural connection, hecanu* 
part of the busine.ss of the department, though the 
Light Railway Ijelongs to a somewhat later date, and 
had not come into existence when the present hook was 
written. 

Another large branch of business with which the 
Board of Trade in Ijord Farrer’s time was occupied was 
that of copyright, patents, and trade marks, the Patent 
Office being placed under the Board of Trade about 
187G. These subjects, in fact, interested liim greatly, 
Wliy there should be copyright and patents which are 

B 2 
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to some extent of a monopoly character ; what were the 
public advantages to be promoted ; and how the public 
should be protected against some of the incidents of 
monopoly — were topics which seemed to have a peculiar 
fascination for him. He offended authors and inventors, 
no doubt. Some of these gentlemen held ideas as to 
the sacred nature of their rights, which were almost un- 
intelligible to his legal mind, while his want of sympathy 
with the purely literary genius was a hindrance to his 
success in dealing with these subjects. But of the 
extent of his influence on legislation, beneficent or 
otherwise, there can be no question. In a different 
field, that of international regulation of copyright, 
patents, and trade marks, his services were very great 
indeed, the complexities and difficulties of the subject 
being in their nature overwlielming, with which only a 
strong mind, equal to any quantity of work, could 
grapple. 

To pass to quite a different subject, one of the topics 
with which he was last concerned at the Board of Trade 
was that of bankruptcy, one of the first dealt with in 
tlie present book. The legislation outlined in the book 
was, in fact, carried out in 1883 sliortly after the book 
was written, under IVIr. Cliamberlain^s au.spices in 
Parliament. The Bankruptcy Act of 1883 with its 
system of administration seems to liave become per- 
manent, although for nearly a century before bankruptcy 
legislation was changed every few years, and there were 
endless complaints. 

These were all important subjects occupying a great 
deal of time and attention j but there were many others, 
important enough in themselves, with which Liord Farrer 
was officially connected. Legislation, for instance, as to 
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tlie "as monopoly ami administration of certain matters 
of "overiimcnt control over it; tlie electric li^litini* 
monopoly j weis^lits aiul measures * ne"*.»l iation of Com- 
mercial Treaties : the defimce of free-tradt' polii y : amt 
many other (questions \vere part <)f the daily loutine of 
the iioard of Tra<le. In some .Kurd hari'<'r toolv a \eiy 
special iiitei'est imh'cd, of which his w'ell-known hook on 
Tree Trade and Kair Ti’ade is one of the proofs. J he. 
Board of Trade did not cease grow in" when lit; left it, 
and large branches wei’(‘ afterwards addisl to it, 
including a Babour Bepax’tmeut and tin* administ ratmn 
of an act for conciliating latjour disputes ; a Light 
RaiLvay Department ; a Fishery Department ; a C»nn- 
inercial Tntelligtmce Department j and other subjects 
which it is ditlicult to remember. But the business 
is still substantially wdiat Ford Lari'cr left it, and its 
subsequent growth w’as largely due to the impulse which 
he gave, one new branch after another being easily 
added because the general princijdes of action in like 
matters had been laid down. 

The exceptional value of the present book for the 
student and for puVxlic men is thus apparent. The 
whole field of legislation and iwlniinist ration in matters 
of trade is brought under review, and the relation of 
one subject to another exhibited. The discussion of the 
few matters with which Lord Farrer was not deparfc- 
inentally concerned, such as mining aiifl factory 
legislation, the currency, post-ofiice administration and 
the like, show the impress of liis mind and Ids 
familiarity with tlie subjects themselves, flue in part 
to the frequency with wliich ho was taken into consulta- 
tion by the heads of the Treasury and other depart- 
ments of the Government. One of the topics in tlie 
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book, currency, though not a Board of Trade matter, 
occupied Lord Farrer a great deal for some years after 
he left official life, and in his official career he had often 
been taken into council respecting it* 


Following the arrangement of the book, I propose 
nex-t to notice the more important statements which, 
either from tlie lapse of time or changes in legislation 
since the book was written, require correction or 
supplement. 


Mcignitiide of English Trade . — The statements in 
Chapter I. as to the magnitude of English Trade appear 
to require some observation of this kind. The internal 
trade of the country, it will be observed, is spoken of as 
if it were the internal trade of the United Kingdom 
alone, which would hardly now be thought a correct 
procedure since the notion of the British Empire as a 
Unity h<is become popularised. Ijanguage to indicate 
that when we speak of the internal trade of the United 
Kingdom we are only speaking of a part of the internal 
trade of the country or empire to which British subjects 
belong, would now be expected of any writer, even 
if he thought with Lord Fairer {see pp. 205-6) that 
the responsibilities of the United Kingdom have been 
unwisely increased by territorial expansion. Of course, 
if the internal trade of the whole British Empire is to 
be referred to, the remarks in Chapter I. as to the 
importance of this trade are greatly strengthened. 

The prefatoiy remark on our share of international 
trade that we, that is, the people of the United 
Kingdom, are the greatest of traders with other natiQ 
is as true as it was when Lord Farrer wrote, and 
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specific statements in support are really under tlic mark. 
Ho puts the exports and imports of the United 
Kingdom at nearly one-fourth of the foreign trade of 
the world, but the proportion must be higher. Imports 
and exports, as usually spoken of in our statistical 
returns, may be placed at nearly X850, 000,000 annually ; 
but to this amount should be added the transhipment 
trade amounting to X 2 0,000, 000 more, and the imports 
and exports of gold and silver exceeding annually very 
often the sum of £100,000,000, so that, all told, the 
foreign trade of the United I^ingdom is hardly less 
than £1,000,000,000 annually, which is certainly quite a 
fourth of the imports and exports of the different 
countries of the world added together. The obseivation 
must be made, however, that if the British Empire is to 
be considered as a unit, the effect of doing so will be to 
diminish the aggregate of the world’s international 
trade as usually reckoned, W hat is now reckoned 
international, in consequence of the different poi tions 
of the British Empire being taken as separate states or 
countries, would become internal, and so the aggregate 
of external trade would be less. The British share of 
this aggregate would however be more even than a 
fourth, as the British Empire is the principal dealer 
' with the other nations of the world both as buyer and 
seller. 

Lord Farrer’s statement in the same connection (p. 30) 
that we are the greatest capitalists and the largest 
lenders to foreign nations still remains true, and his 
specific assertion that our investments abroad are not 
much less than £2,000,000,000 is probably under the 
mark. A. year ago, in reply to a question, the 
Chancellor of the Exchequer stated in the House of 



8 THE STATE IN ITS RELATION TO TRADE 

Commons that the income from our foreign investments 
actually known to pay income tax was ^90,000,000, 
wliich would represent a much larger capital than 
X2, 000, 000, 000, while it does not include a considerable 
income earned in partnership business, and wliich pays 
income tax in some other way tlian fus foreign income. 
The statement, however, would require some qualifica- 
tion when the colonies are reckoned as one with the 
United Kingdom, so that our investments in the 
colonies would not be reckoned as “foreign.” The 
investments of the people of the United Kingdom 
beyond the seas would now be the more correct 
expression. It would also be fair to recognise that 
if investments in the colonies are no longer to be 
regarded as foreign investments by the peojjle of the 
United Kingdom, then other countries such as Germany, 
France, Belgium and Holland are equally with Kngland 
large investors abroad. As the British Empire is 
foreign to them, and they invest largely in our .colonies, 
c.y. in South African gold mines, their “ foreign 
investments may bulk largely indeed in comparison 
even with our own when the latter are strictly con- 
sidered and colonial investments are omitted. There is 
no doubt also that of late years foreign countries have 
been largely increasing their investments abroad, and 

England is not so exclusively the world s capitalist tliat 
it was. 

Lord Farrer’s next remark (p. 30), that we are the 
greatest of brokers, also remains true, I believe ; nor has 
the proportion of the whole business diminished of late 
yeai s, although in certain directions our depot or entrepot 
business has diminished, owing to the facilities for direct 
shipment to the Continent from distant places which 
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have been increjised by the opening of the Suex Canal, 
and the enormous growth of steam shipping. Ihese 
changes liave hardly affected the position of Ijondon 
as the banking centre and clearing house of the woild, 
although a certain part of our enirepol business has been 


checked. 

Lord Farrer’s statements (pp* 30 and 31) as to the 
importance of our shipping — that it is etpial to nioie 
than one-half of the shipping of the whole world— that 
the value of our ships is ^0100,000,000 ; that the value 
of our cargoes afloat at one time is much laigei, and 
that we carry £1,000,000,000 in the course of a yeai , 
and that our ocean trade is two-thirds or more of the 
ocean trade of the whole world — also remain ti ue at 
the present time, or are even farther under the mark 
than they were. Since Lord Farrer wrote, the shipping 
of the United Kingdom and the British Empire have 
both increased enormously, while some of our rivals, 
such as France and the United States, have remained 
all but stationary as far a.s the ocean-going shipping of 
the - world is concerned. The value of our ships at a 
moderate calculation, allowing for the great improve- 
ments in shipbuilding which have lowered the price 
along with the increase in tonnage, must now far exceed 
£100,000,000. The gross income and net profits yielded 
can hardly, however, have increased in proportion. In 
the last twenty years, moreover, one important com- 
petitor for the caiTying trade of the world, Germany, 
has come to the front. Although the shipping of 
Germany, one and a half million tons, is still not more 
than a sixth or a seventh of that of the British Empiie, 
the rapid and sustained increase of German shipping, 
connected as it is with the i*apid growth of German 
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trade, already affects in some degree the feeling with 
which the relative international position must be re- 
garded, as compared with what existed when Ijord 
Farrer wrote his book. The threat of American com- 
petition, which has just been so seriously manifested in 
the sliape of a North Atlantic “ combine absorbing in 
American ring large numbers of our best steamers, 
and which is also shown in proposals before Congress to 
subsidise American vessels, is even far more serious than 
any action of Germany. 

A Ministry of Commerce , — The next Chapters II., 

IV,, V. and VI, — -appear to call for little remark. 
Tliey describe generally the attitude of the state in 
i-elation mainly to contracts of different kinds, and the 
functions of the state as lawgiver and Jidministrator in 
relation to such contracts. Under these heads the 
substantial action of the state can hardly undergo 
much change in ordinary times, much of the utility of 
law in such matters depending on the absence of change. 

I woukl notice, however, (p. 36) Lord Farrer’s wish that 
the department of government performing the functions 
of a Ministry of Commerce may still be called the Board 
of Trade. Occasional calls for a Ministry of Commerce 
have been heard since he wi-oto, and have continued 
futile, as indeed they are likely to be, if regard is had 
to things and not to names. It ivill have been gathered 
from the enumeration already made how extensive the 
functions of the Board of Trade really are. The idea 
seems to be in some quarters that a Ministry of Com- 
merce ought to take an active part in fostering our 
trade abroad ; helping our merchants to obtain contracts 
and concessions from half civilised foreign governments. 
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such as Turkey and China, as other foreign govormnents 
help their merchants ; obtaining samples and informa- 
tion for merchants and manufacturers both ; and so on. 
Lately at the Board of Trade a Commercial IntelUgencc 
Department has been added, partly to give effect to tins 
idea which appears to go beyond anything which Lord 
Farrer thought within the scope of a government s 
functions in relation to trade. Whether government 
can really help private traders and the public m matters 
of trade beyond collecting and publishing the best 
information may well be doubted. The innovation, it is 
certain, would not have been approved by Lord Farrer. 


Joint-Stock Companies,— Farrer’s observations 
on limited liability (Chapter VI.) would also require to 
be supplemented a little at the present time, in conse- 
quence of the great extension of joint stock enterprise 
since he wrote. The principles and object of such 
legislation remain the same, but joint stock companies 
are much more to the nation than they were. He 
quotes from a parliamentary return of 1877 as showing 
the capital of companies registered under the Joint 
Stock Companies Acts to exceed ^300,000,000 (p. 57) 
exclusive of parliamentary companies, such as railways 
and companies under charters. At the present time 
the capital of similar joint stock companies is many 
times the figures stated. In the last few yeais the 
nominal share capital of companies registered annually 
has ranged from one hundred to over three hundied 
millions sterling, while the. paid up capital of all 
registered companies “believed to be carrying on 
business at the latest date ” (1 900) is no ^ less than 
jei,622,000,000, having increased threefold in the last 
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fifteen years* Lord Farrer regards the development of 
joint stock enterprise as an illustration of the mischief 
that may have been done in former times by an impolitic 
restriction ; but although the extreme restrictions of 
former times may have been unwise, it is doubtful 
whether joint stock company law has yet reached the 
final form in which at the same time the necessary 
freedom is given, and adequate safeguards for the public 
are retained. 

Banjcriiiitcy , — With regard to Bankruptcy (pp. 59—63) 
I have already noticed incidentally the share of Lord 
Farrer in the construction of the Bankruptcy Act of 
1883, which carries out the principles here laid down as 
to the object of bankruptcy legislation. The paragraph 
on p. 62 describing what has been proposed in recent 
attempts at bankruptcy legislation may be accepted as a 
description of the Bankruptcy Act of 1883 itself. If 
any point is omitted, I think, it is the full liberty 
given to creditors to administer the estates of insolvent 
debtors if they wish, assisted by the official agency 
when they like, but their liberty being in no way cur- 
tailed. It is the sincerity with which this provision 
has been carried out that has largely secured the success 
of the Act, which possesses a final character, neither 
leaning to officialism on one side, nor on the other side 
to the anarchy which existed in former times when 
there was no official agency. An Act was passed in 1887 
confirming and extending the liberty of creditors by 

to enter into Heeds of arrangement,** 
but excepting a slight modification in 1890 of a clause 
permitting arrangements in the Act of 1883 no 
X farther change has been made. A Companies Windings 
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Up Act was passed in 1890 assiinilatiiig’ the procedure 
in winding-up insolvent joint stock companies to the 
ordinary procedure in bankruptcy and placing the corre- 
sponding official agency with the Board of Trade, Tho 
amount of liabilities dealt with under these various 
acts amounted in 1900 to about XI 5,000,000, viz,, or- 
dinary bankruptcy X6, 500, 000 ; deeds of arrangement 
X4:, 250, 000; deeds of assignment X2, 500,000 ; and 
orders for winding-up companies XI, 500,000. Tho 
amount is not a large percentage of the annual turn- 
over of the gigantic business of the countiy, or of its 
accumulated wealth, but indicates nevertheless a disease 
of some magnitude justifying the action of the state. 

Weights aivd Measures and Currency , — The long 
Chapter VII. on weights and measures, coinage, 
currency, and paper money, appears substantially to 
require no change to adapt it to the present time. 
There has been no small controversy about currency 
since the book was written, and particularly about 
bimetallism, to which a few pages are devoted ; and in 
this controversy Lord Farrer had a considei’able share. 
He was one of the members of the Gold and Silver 
Commission which sat in 1887 to extinguish bimetallism, 
and of the Departmental Committee on Indian Currency 
which sat in 1892 and sanctioned the stoppage of the 
silver coinage in India with a view to establishing the 
present system of gold rupee money at the rate of 
■ Is. 4t?. per rupee. He gave evidence likewise before Sir 
Henry Fowler’s Committee in 1899 which confirmed the 
latter system. But the points raised in these contro- 
versies hardly touched the elementary principle.s laid 
down in this book for the guidance of the state» 
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On one point I may be allowed to say that Iiord 
Farrers later teaching and practice were hardly in 
accordance with the doctrine of this book. He lays it 
down (p. 76 ) that the sole function of the government 
in the matter of the gold standard “is to ascertain the 
quality and weight of the gold, and to give it a stamp 
denoting that quality and weight.” In dealing with 
the money of India, however, it appears to some of us, 
Lord Farrer gave his sanction to government action 
going far beyond this account of their functions in 
relation to standard money. The coinage of the former 
standard money of India (silver) was absolutely stopped 
for some years, in order to raise its value artificially, 
before the transition to a gold standard was made, 
while in the new arrangements there have been 
practically restrictions upon the issue of silver coins, 
now called token coins, but which still remain the 
principal coins in use in India, differing in spirit from, 
even if technically the same as, the regulations for 
issuing token coins in England. It would be wrong, 
however, to introduce a controversial element in a sup- 
plementary chapter, and the point is merely noticed in 
passing as it is impossible to overlook altogether the 
controversies which have been carried on since the book 
was written, and Lord FarreFs share in them. It ousrht 
to be added that Lord Farrer very properly was first 
and foremost a servant of the state, concerned to have 
the government carried on, and would not have seriously 
regarded a charge of theoretical inconsistency when 
practical measures to remedy serious evils, such as were 
believed to exist in Indian currency, were in question. 

One or two minor changes which have occurred since 
Lord Farrer wrote, in connection with the subjects of 
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this chapter, are not without interest. To the list of 
“ standard ” weights and measures (p. (PJ) there ha^ e aince 
been added electric standards, and a 13oai‘tl of Trade 
unit has been established as the unit of electricity Inch 
electric companies sell to their customers. By a recent Act 
also a step towards introducing metric stai^dards whicli 
Lord Farrer disapproves (p. 70), viz. the legalising of 
such standards in contracts, if people desire it, has actu- 
ally been taken, ai>d metric standai‘ds have accortlingly 
been added to the legal list. The reference to the 
actual price of silver (p. 73) has now become archaic. 
The price wlien he wrote was o2c/. per oz., which he 
notices very properly as showing a wide diflference fmni 
the mint price of C6c7, per oz. at whicli silver token 
coins are issued. The great fall of silver has, howe\’er, 
taken place since he wrote, and at the present time of 
writing (April 1902) silver is less than lialf what it was 
then, being just under 246?. per oz. This discrepancy 
between the actual and coining price far exceeds 
anything contemplated by the founders of our present 
coinage system {see Lord LiverpooPs Ti'catise on the 
Coins of the Healm), and business men and students 
have still grave doubts whether thci token coinage is 
quite safe from forgery with so great a discrepancy. 


Patents and Copyright , — ^The next two chaptei's 
(VIII. and IX,) are quite general, and do not require 
to be supplemented by the record of any “ happenings 
since liord Farrer wrote. Neither patent nor copyright 
law gives satisfaction, and amendments are still called for. 
In patent law especially there appears to be a defect in 
the international ari’angements, as far as this country 
is concerned., in respect of the protection given to 
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foreign patentees, as they may work their patents 
abroad and send the products freely to this country 
while not working them in this country at all. This 
system, it is maintained, operates as an absolute burden 
on home industry ; and is especially grievous when the 
patent is one which home inventors could themselves 
have brought out with advantage to home capital and 
labour if they had not been anticipated by a foreigner to 
whom we give protection without effectively insisting 
on the home development and working of his invention. 

The Regulation of j^fonopolies . — The next chapter (XA 
brings us to the business which was to a large extent 
the main occupation of Lord Farrer’s official career, viz., 
the regulation of total or partial monopolies — =-such as 
railways, gas and water monopolies, docks and the like. 
The exposition of the nature and principles of state 
action, the differences between English and foreign 
practice, and the tendency then developing towards a 
larger degree of state interference or eVen to direct 
government action is still a complete exposition to all 
intents and purposes. The tendency to an increase of 
state interference or of direct government action has 
since become more marked, municipalities especially 
having taken more largely to the management of their 
own water, gas, electric light, tramways, and the like, 
and having extended their sphere of action in some 
cases to the construction of houses. 

^W^ith regard to the tendency of docks to change from 
private to public management it may be interesting to 
note that not only has the tendency developed farther 
since Lord Farrer wrote, but the oldest established 
private docks of all, those of London, are now th& 
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subject of an inquiiy by a Koyal Coiiiniission, appointed 

in consequence of dissatisfaction with tlic existing state 
of things. ° ' 

With regard to lighthouses I hardly think Lord 
Farrer’s account of the principles of their niaiiageinent 
would now be accepted as complete. “It is admitted 
on all hands, he says, “ that tliey must be in the hands 
of a central authority, and ought not to l)e a matter of 
profit to private persons. Whether they should be paid 
for in the shape of tolls on ships, or by the puldic ex- 
chequer, does not seem to be a question I'aising any 
important issue of economical principle.” TJiis last 
expression of opinion could hardly be maintained now. 
The United States Government some years ago declared 
Itself strongly against the levy of tolls for maintaining 
lighthouses, and went so far as to differentiate against 
ships coming to the United States from countries wheie 
such dues were levied on American ships. The countries 
which levy such tolls are also few in number, the United 
Kingdom being the only important one. The objection 
to them economically was stated by Mr. Bagehot many 
yc&rs to tlic ©fifect that ailthough such chtirges urc 
no doubt paid in the end by the consumers, yet they are 
harassing and inconvenient meanwhile to traders, and 
belong to a class of imposts which offend against the 
canons of simplicity and equity in taxation. 

The figures as to roads, tramways, electric lighting 
and other undertakings in this chapter have all been 
greatly increased since Lord Farrer wrote; but it 
appears unnecessary to give any later figure, especially 

Farrer himself has not followed any uniform 
practice in doing so, there being no corresponding in- 
tormation as to gas, or water, or electric Hghtiiig, which 

c 
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are of no less importance. As I have noticed already, 

the Light Railway had not come into existence in LfOrd 

Farrer’s time, although it is already a serious competitor 

with the Tramway, partly in consequence of an over- 

sight which illustrates the intrinsic difficulties of 

Government interference with trade. Tramways, very 

properly, on the supposition that local authorities should 

be allowed to manage their own business, can only be 

made with the consent of the municipal authority of the 

district. It was not foreseen, however, that tramways 

might be required between adjacent municipal districts 

not under the same authority, and there is accordingly 

a want of through tramway accommodation in places 

where tlie adjacent municipalities cannot agree. To 

circumvent this difficulty attempts have been made to 

use the facilities presented , by the Light Railways Act, 

which were really intended to facilitate tramways on 

common roads for the accommodation of rural districts 

where ordinary railways would not pay, but have 

now been made u.se of in coupling urban districts 
together. 

The statement (p. 122) that in these various monopolies, 
including railways, private capital is invested to the 
amount of £1,000,000,000 is now greatly under the 
mark. The capital of railways in the United ICingdom 
alone exceeds £1,000,000,000 (see poatea). 

The I* oat Office. A separate chapter (XI,) is given to 
the Rost Office, which is full of statistical information, 
contrary to Lord Farrer’s practice, as we have seen with 
regard to other monopolies, and where from the plan of 
the book full statistical information is hardly required. 
Without attempting to bring aU the figures up to date 
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I 111113 ^ notice tluit the annual numhcr of letters, ft>r 
which Lord Fairer gives tlie figure of 1, 1 76,000,000, or 34 
per head in 1880, became 2,323,000,000 in 1001 (lu ai ly 
<louble), or 57 per head. Postcards in tlu' same tiiiu* 
increased from 123,000,000 to 419,000,000. The tahh^ 

of eonipari.son with other countries (p. 128) is of course 
subject to the observation tliat while the Unit(‘d 
Kingdom has increased greatly' other countries lia\e 
likewise increased. Letters convc 3 'ed have increased in 
France from 524,000,000 in 1880 to 8 - 12 , 000,000 at the 
latest date before me ; in German 3 ^ from 732,000,000 to 

2.182.000. 000; and in Holland from 55 , 000,000 to 

90.000. 000. Witli regard to Telegraphs tli nuiuhei’ (jf 
telegrams .sent has increased from 31,000,000 in 1881 
to 93,000,000 in 1900 ; and the income of tlie depart- 
ment from .£1,360,000 to £3,390,000; so tliat tlu* 
number of private messages per person and the whole 
hu.siness has enormously increased. The Post OfHce 
Savings Bank deposits have increased from £36,000,000 
in 1881 to £136,000,000 in 1900, with an even larger 
figure at the present time. [These deposits are of course 
exclusive of those in the Trustee Savings Banks which 
are, however, almost stationaty.] Mon 03 '' Orders and 
Postal Orders together have increased from aliout 
^26,000,000 in 1880 to about £64,000,000 in 1900. 
Generally the Hevenue and expenditure of the Post 
Office (including Telegraphs) liave increased from 
-£9,000,000 and £ 6 , 000,000 respectively in 1880 to 
£17,250,000 and £13,500,000 in 1900. 

The Railway Monopoly , — Regarding Railways (Chap. 
XII.) there is again a quantity of statistical information, 
as to which I need only note that mileage has increased 
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Erom 18,175 in 1881 to 21,855 in 1900; tonnage of 
goods carried from 250,000,000 to 425,000,000 ; number 
of passengers from 626,000,000 to 1,142,000,000 ; capi- 
tal from ^745,000,000 to J^l, 1 76,000,000 ; and net 
earnings from j£33,000,000 (1886) to ,£40,000,000 in 
1900. The vastness and rapid growth of the business 
require no farther illustration. 

The principal change in legislation since Ijord Parrer 

I 

wrote was that effected by the Acts passed a few years 
after he left the department compelling each company 
to submit a maximum tariff to the Board of Trade, 
limiting the powers of the companies in respect to rates 
and charges, and compelling them to submit differences 
with traders to the judgment of the Railway Com- 
mission created by the Regulation of Railways Act 
1873. The Companies have since made complaints as 
to the maximum charges thus forced upon them being 
too low and inelastic in times of dear coal, and other 
causes of increased woi’king expenses ; but there does 
not appear to be any extreme dissatisfaction amongst 
them, while traders still complain of suffering from the 
railway monopoly, especially in competition with foreign 
countries or in the competition of agricultural produce 
with produce imported from foreign countries. ISIeasur^ 
have also been passed since Lord Pdrrer wrote forcing 
the railway companies to introduce the block system, ' 
the interlocking of points and signals, and other im- 
provements in the working of the traffic ; and an Act 
has quiue lately been brought into operation imposing 
on them after a certain interval the duty of having 
carriages and waggons with Automatic coupling, a 
measure found to be a great fneans of saving life in the 
railway working of the United States. 
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M€7'chant Shipping . — Coining to the next Chapter 
(XIIL) on Merchant Shipping, we find little to add, the 
only important enactment since Lord Farrer's time 
having been the Merchant Shipping Act of 1801, wliidi 
'vas a consolidating measui’c. Xhe I’ulos as to loa<l lines 
and the powers of stopping unsea worth^-^ ships have V)een 
modified a little so as to meet shipownei's^ complaiuts, 
but nothing substantial has been changed. The figures 
given {p. 158) as to the magnitude of the shipping 
interest should be modified a little now. The capital 
employed has undoubtedly increased, while the profits 
have not increased in proportion. Lord Farrer refers to 
a paper of my own in 1882 as the authority for these 
statements, and it may thus be permitted to me to 
mention that another paper on the same subject was 
read to the Statistical Society in 1899, and appears in 
the Society’s journal for that year. 

Taxes a'iid Trade . — Passing over for the present the 
next four Chai>ters, XIV., XV,, XVI. and XVII., as 
dealing with the general question of protection and the 
endeavours of government by hall-marking, branding, 
laws against adulteration, and similar devices to defend 
the public against practices injurious to society, we 
come to Chapter XVIII,, dealing with the question of 
taxes affecting trade, that is, the taxes of Customs, 
Excise, and Stamps. The chapter is called the “Taxa- 
tipp of Trade,” which is hardly a correct designation, as 
it ^ not trade ” that is taxed, but the persons trading, 
althpqgh t^^e is no dpubt affected. All that need 
1^ npted is the productivenesjs of the taxes now as 
9P^P®'*'cd lyith twenty years ago, the articles and rates 
of duty being much thp same, with exception that 
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import duties on sugar and com and an export duty on 
coal have been added to the number. The total levied in 
1900-01 was X26,000,000 from Customs, X33,000,000 
from Excise, and about ^8,000,000 from Stamps, the 
total for Customs in the year 1901—2 being about 
£4,000,000 more, and for Excise £1,000,000 less, so 
that broadly speaking we may say that these taxes 
affecting trade produce in all about £70,000,000 
annually, as compared with £40,000,000 only at the 
time Lord Farrer wrote. ^ It is still true, however, that 
none of these taxes are protective, and that the whole 
tariff is one of great simplicity. Although Lord Farrer 
does not deal with Imperial taxation generally as 
beyond his province, he notices local taxation, and 


points out the different sorts of local taxes, noting 
especially the small amount levied locally by taxes in 
the nature of Customs and Excise. This point has 
since been strengthened by the abolition of the coal, 
wine, and corn dues levied by the City of London. It is ' 
to be noted, however, that the burden of rates, the 


direct chaige on real property, which are held by many 
to burden trade, though that is hardly in accordance 
with economic theory, has increased enormously since 
1880. Lord Farrer appears to quote the figures for 
England only, but it may be more satisfactory to give 
figures for the United Kingdom as a whole. From 
these it appears that while the income of local authorL 
ties in 1885—6 (exclusive of sums borrowed) was about 
£55,000,000, of which £38,000,000 was from rates, the 
total income in 1898—9 amounted to the huge sum of 
£89,000,000, of which no less than £46,000,000 would 

And plus about £6,000,000 more on account of taxes since 
transferred to local government authorities. 
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be from rates- Whether rates are a burden on trade or 
not, the absorption of such large sums by local authori- 
ties at a time \vhen Imperial revenues are likewise very 
large is a matter concerning trade- 

Lord Farrer concludes by stating, ‘‘ Many persons 
would be glad to see the taxes on tea, coffee, and cocoa 
abolished. JBut we may fairly say that our taxation, 
both general and local, has been so arranged as to throw 
no undue burdens on trade.’' This is still true, I believe 
notwithstanding the hejivy rates and the heavy income- 
tax and death-duties ; and notwithstanding the new 
import duties on sugar and corn, and the new export 
duty on coal ; but it seems doubtful whcthei* Lord Farrer 
would have thought so. The situation in any case is 
not quite what it was when he wrote. 

Trade in JFar , — The last Cliapter of all before the 
summary and conclusion relates to tlie State and Trade 
in AVar (Chapter XIX.). Tliere is nothing to add 
here, as far as I can judge, except to note that the 
paragraph on maritime capture (pp. 203—4) deserves 
perhaps even more attention than it has 3 ^et received. 
Many j^ears ago, at the time of the Declaration of 
Paris, this country had an opportunity’’ of joining the 
United States in procuring a general agreement among 
maritime countries to the exemption of private pro- 
perty, wliether of goods or vessels, from capture at seii, 
excepting of course vessels running a blockade. In de- 
ference to the opinion of naval experts that the right 
of destroying the merchant na^’y of an enemy was in 
our hands a valuable weapon of offence, we neglected to 
join the United States. The result is that our own 
mercantile fleet ia exposed to capture in time of war> 
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and we stand to lose enormously by enemies’ cruisers , 
but no other power in the world ha;3 anything at stake 
either absolutely or relatively such as we have. The 
weapon of offence we have been so anxious to retain is 
thus of little value to us, and it may undoubtedly be 
a strong weapon against us in the hands of our enemies. 

The final remarks as to the danger of “ expansion ” 
have already been referred to. 

Free Tro/ie and Frotection . — I have reserved to the 

last the Chapters on ^Protection, &c., in order to notice 

that on this head probably the most recent discussions 

might perhaps have given a new tone to the whole book. 

The argument of Chapter XV., notwithstanding its 

theoretical correctness, sounds a little antiquated, when 

we are occupied with such questions as projects of an 

imperial zollverein or preferential arrangements between 

the colonies and the mother country, or the subsidies of 

foreign governments to sugar and shipping. We can 

imagine to some extent what Dord Farrer would have 

said on the new subjects, as he lived to write on the 

sugar bounty question ; but it is never quite safe to 

predict of a man of Lord Farrer ’s calibre what his 

action would have been in circumstances not before him, 

and all one can now do is to notice the changed 

circumstances themselves to which the discussion must 
adapt itself. 

One of the new conditions is the necessity of increased 
pvernment expenditure, which in turn compels resort to 
indirect taxes which had been laid on the shelf for 
yea^ when this book was written. Some will argue, no i 
doubt, that there is no such compulsion, that other 
forms qf taxation are still the best even with increased 
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expenditure, but it is enough for the present purpose 
that the question is even (lebated. The position is 
quite different from one in which the abolition of taxes 
on tea, cofiFee, and cocoa could still be spoken of as 
probable. 

The question of imposing such indirect taxes also 
raises the subject of protection in a new way. While 
agreement is easy as to the inexpediency of protection ; 
how about the incidental protection that may be given 
by taxes that are otherwise desirable ? A sliilling duty 
on corn, for instance, which is the main feature of this 
yearns budget, gives protection to that extent to corn 
produced at home ; but if the duty is a convenient 
mode of raising money, and prevents, as far as it goes, 
the need for some more odious form of taxation, is it to 


be rejected solely because it possesses the inconvenience 
of giving a small amount of protection? Questions like 
these are not to be put aside when a great I’e venue has 


to be raised. 


Government is a practical business ; and 


breaches of theory, however bad they sound logically, 


may be ventured on when necessity compels. 


The question again of preferential arrangements with 
the colonies, which undoubtedly involve protection, 


seems likel^T to come upon us as a political problem. 
Suppose this country and its public men to be generally 
convinced of the inexpediency of arrangements of the 
sort, but it is made evident that a large proportion of 
our self-governing colonies are honestly and warmly 
attached to some such scheme, to the extent that they 
will regard neglect of their wishes as an afiront, will it 
be possible to neglect such ideas altogether, however 
much we may dislike them ? 

The same with sugar bounties. If the colonies. 
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rightly or wrongly, press a claim to have the whole 
empii’e united in retaliation against the measures of 
foreign governments, which contribute to ruin some of 
our sugar-producing colonies by means of bounties, will 
it be possible for the motlier country to stand out on 
free trade grounds against retaliation ? The answer to 
this bust question has already been given by the Sugar 
Convention of Brussels and the general approval it has 
received. Boi’d Farrer vehemently opposed a former 
convention of a similar nature which the government 
was obliged to drop. But the political element due to 
colonial opinion was not in such force then as it now is, 
and if he had lived now, retaining the same opinion and 
his former vigour, it may be doubted if his success 
would have been the same. 

Last of all, a serious question is coming to the front 
in regard to subsitlies of shipping given by foreign 
powers. Half a century ago, and even later, such 
subsidies would have been laughed at by earnest and 
convinced free-traders. The feeling would have been 
that if foreign powers gave money to carry English 
gocKls and passengers cheaply we should let them. Up 
to a very recent date it wfis likewise easy to say that 
our own mercantile marine had mainly grown without 
subsidies, onl^” a very small part of our fleet being 
subsidised to carry mails or to be prepared to become 
cruisers in time of war. But a few facts of a serious 
kind have caused the reflection that political questions 
of great magnitude are liere involved and not merely 
questions of an economic order. It is held to be ob- 
viously inexpedient politically that we should permit 
our merchant fleet to be seriously reduced by the 
measures of foreign syndicates, like the Ajmerican “ com- 
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bine ” already referred to, or that in the trade between 
the mother countiy and the colonies the ships of foreign 
countries, owing to subsidies, should Like a leading 
place. There is an apprehension that unless we take 
care our mercantile fleet, which is a l ital part of oui 
imperial organisation, will be seriously injured. Pio- 
tection or no protection, a feeling is growing ui> that 
foreign subsidies, and similar hostile attacks on oui 
shipping, must be met by adequate measures of le- 
taliation, including, if necessary, the cancelling of the 
repeal of the Navigation Laws alread}^ referred to as a 

great free-trade measure in its day. 

How far the change of feeling as to free trade and 

protection thus noted is justified, this would hardly be 
the place to discuss. Hut it is at least fair to admit 
that for political reasons a great deal may be done 
which could not receive approval if economic matteis 
and reasoning were alone concerned. The omission of 
politics in this connection was an oversight in iny 
opinion, even when Lord Farrer wrote, but there is no 
question now as to the complication of free trade 
doctrine with politics — a complication much greater, 
and leading to far more serious issues, than anything 
which existed at the former time and even for many 
years after. How far the action of the State in its 
relation to trade will be in fact affected, it is too soon 
as yet to speculate. 



CHAPTER I 


WHAT IS THE MEANING OP THE STATE AND OF TRADE ? 

IT ' 

When we speak of the state in its relation to trade, the 
questions at once arise, what do we mean by the state, 
and what do we mean by the trade, of England? It 
will be well to answer the second of these questions first, 
for it is not till we know what is the subject with 
which the state has relations that we can put a mean- 
ing on the somewhat vague entity which has relations 
with it, or on the nature of those relations. 

Meaning of Trade . — Taken in its widest sense, 
trade may be held to include all operations by which 
skill and labour, and the products of skill and labour, 
are exchanged — the hiring of the workman, and the 
employment of the professional man, as well as the 
buying and selling of material wares. But I am 
relieved from travelling over so wide a field by the 
treatise which Mr. Stanley Jevons has contributed to 
this series on the subject of the relation of the state 
to labour, and I shall therefore, as far as possible, 
avoid touching upon the many points in which the 
state comes in contact with the employment and hire 
of personal labour and skill. 

The field remaining to me is only too wide for 
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■adequate discussion in a treatise of tliis kiinl. It 
comprises all buying and selling of niatei'ial coniinodit ies, 
or material services^ and all the subsidiaiy operations of 
capital and credit; of capital, ^vhicll is tlu' title to 
existing material commodities ; of credit, which is tlu' 
trust that material commodities \\ ill be foi theotning : 
Quidqiiid e7mi7it homhiea 'tioafri e.^f Jarraqo libeflt. 

The trade of this counti'y is a vciy large and a ^ an y 
varied thing. There is, in the first })lacc, all the Viuying 
and selling which goes on within tlie count ly itself : 


every village shop, every cooperative stor(’‘, ev(M*y 
market, every dealing between retailers, merchants, 
manufacturers, importers and pi‘oducei‘s : e\‘oiy banking 
and financial establishment in the United Kingcloin ; 
with all the subsidiaiy elements of agcnc}’’, of Ijrokerage, 
and of cai’riage, which ai’e necessary for tlieir operations. 
But of these internal operations, vast as they arc, we 
have no complete measure in figures. The aggi’egate 
value of our home trade is not given in iiny othcial 
Statistics ; and of the difTerent attempts wliich lia^ e 
been made to estimate it, none appear to me to Ixi 
trustworthy ; we have no complete returns of all our 
home industries ; and even if we had, it would be 
almost impossible to distinguish how much of those 
industries and their profits is due to foreign, and how 
much to home, markets. But oui* ultimate consump- 
tion at home of articles produced, or partly pi'oduced, at 
home, must be enormous, and the home trade which 
supplies that consumption must be enormous also. The 
caus^ of our immense internal trade are to be found in 
our great accumulated wealth ; in the differences of 
rank, class, and occupation, producing an immense 
variety of wants ; in the variety as well as the mass 
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of things which the country produces ; in the coal 
and iron which enable us to inanufactui’e ; above all, 
in the energy, skill, and ambition of our people, in 
their desire to improve their condition, and the facilities 
which their own character and their free institutions 
give them for so doing. 

We are also the greatest of traders with other 
nations. The exports and imports of the United 
Kingdom are estimatcKl to be nearly one-fourth of the 
ft>reign trade of the whole world ; and if the trade 
carried on with English capital between foreign 
countries were included, our foreign trade would be 
found to amount to much more. 

We are also the greatest capitalists, the largest 
lenders to foreign nations ; and we reap the benefit 
in that excess of imports which is so much dreaded 
by protectionists and fair traders. Good statisticians 
estimate our investments abroad at not much less than 

i:2, 000, 000,000. 

We are the greatest of brokers ; we do the busines.s 
of agents for other nations, and we get an ample com • 
mission upon it. 

We are the greatest of carriers. Our shipping — ever 
growing, both actually and also proportionately to that 
of other nations — is now equal to more than one half of 
the shipping of the whole world. The value of our 
ships is estimated to exceed .£100,000,000 ^ the amount 
of cargoes afloat under our flag at any given moment 
is very much larger ; and the property covered by 
it in the course of a year is probably not less than 
£1,000,000,000. Our ocean trade is two-thirds or more 
of the ocean trade of the whole world. Our superiority 
in shipping is due, in part, to the causes I have men- 
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tioned above, but also and especially to the courapje 
and seamanship of our mariners, and to the skill c>t' our 

engineers. 

It would be easy to illustrate the magnitude <)f our 
foreign trade by further details. 13ut I will not 
attempt to give figures which are easily accessible 
in the Statistical Ahstracty and other well known 


compilations. 

Meanincf of the State . — ^The essential feature of 
in other words, of baying and selling, consists in 


trade, 
a free 


exchange of commodities between two persons j each 
giving to the other something which he wants less and 
the other wants more than the thing which the other 


gives to him ; and the exchange may be either cornpleti*d 
at once or may be the subject of a mutual promise or 
contract. In one sense every thing which lies outside 


this free dealing between -the two persons concerned may 
be called the state* Every dealing is surrounded and 


limited by a large number of circumstances which aie in- 
dependent of the will of the parties j and every dealing jiiay 
involve a large series of consequences which the parties 
themselves do not, and often cannot, provide for. Besides 
positive law, there are customs and habits, either of the 
whole community, or of particular classes, which indi- 
vidual buyers and sellera can no more disregard than they 
can disregard the law itself — customs and habits which 
are often only law in process of formation. e feel the 
support or the weight (as it may be) of these habits in 
almost every action of our lives ; and as they proceed from 
the instincts or desires of the community, whether ex- 


pressed and conscious, or silent and unconscious, we 
might possibly include these under the term “ state.” 
But to do so would lead us too far, and we must reject 
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al] that lies outside of, and restricts freedom of biijdhg 
arid selling, as beyond our proper scope, unless it is 
embodied in positive rules which can be enforced. 

This limitation, however, still leaves us a very large 
field. There remains the whole domain in which the 
state, acting through the means of law and administra- 
tion, which are the expressed voice of the state, affects 
buying and selling. It does so in a variety of ways. 
It affords security ; it enforces and limits contracts ; it 
regulates monopolies ; it places restrictions on certain 
dealings. In some cases, and those the most extensive, 
its function is to render trade practicable and to facili- 
tate its operations ; in other cases its function is in the 
nature of interference with what traders might other- 
wise do. To give a short outline of these functions is 
the object of this treatise. 


CHAPTER II 

THE ACTION OF THE STATE IS EFFECTED THROUGH THE 
LEGISLATURE ; THE COURTS OF LAW ; AND THE 
EXECUTIVE 

The general action of the state is effected through 
various organisations. 

Of these the Legislature is the most important. It 
is of course supreme over the rest ; and^ except in the 
case of judge-made law, which is an interpretation by 
the courts of the customs of trade, or an application 
by them of existing legal analogies to new cases, all 
interference with trade originates with the Legislature. 
5?he Liegislature carries its will into effect in two distinct 
ways. It may pass laws which give certain rights and 
remedies to the persons interested, and may leave it to 
them to enforce* the law by taking their own proceedings, 
according to their own interests, in the courts of law. 
In tins case the courts are the organs through which 
the state exercises its power. Or, again, the Legislature 
may intrust the duty of enforcing the law to an execu- 
tive depa^rtment, which then becomes the organ of the 
state for the purpose. The latter is the more obvious 
and direct, and I believe at present the more popular, 
form of interference : and in many cases it is necessary. 

D 
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But when the other form of interference is practicable* 
it is probably the more searching and effective, and it 
is free from the numerous objections which exist to 
the creation of hosts of inspectors and officials. W^hat 
people do not see is that the two forms of interference 
are generally incompatible. There may be a remedy 
by way of penalty or damages ; or there may be a remedy 
by way of government supervision, but there cannot be 
both. If a government officer has stated an article to 
be what it pretends to be, or what free contract or 
the law requires it to be, no purchaser can refuse to 
receive it or recover damages for loss which he sus- 
tains by its defects. If a government inspector has 
certified a mine, or a ship, or a railway, or a house to 
be safe, the mine owner, the ship owner, the railway 
company, or the builder are freed from all liability, civil 
or criminal, in courts of law, on the ground that it was 
unsafe, however unsafe it may really be, and however 
culpable the conduct which made it unsafe. 

The two forms of interference are sometimes con- 
trasted as “ Brevention ” and “ Cure ” j and it is said 
that prevention is better than cure. It is better, say 
the advocates of government supervision, to prevent a 
wrong being done, than to punish it or give damages 
for it when done. But the contrast is false. A remedy 
which inflicts a heavy punishment, whether in the shape 
of imprisonment or damages, for an injury, is a deterrent 
as effective as — often more effective than— ’the presence 
of a policeman. “ You are hanged,” said the judge to 
the criminal, “ not because you committed murder, but 
in order that other persons, when tempted^ may not 
commit murder.” On the other hand, there are mauy 
cases in which there is great difficulty in bringing 
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a criminal remedy, or even a remedy in damages. But 
the question between the direct interference of a 
government and the remedy by penalty or damages 
must in all cases be, not whether prevention is better 
than cure,” but which of the two modes of prevention 
is the most practicable and most effectual. 

The direct interference of the executive is exercised 
either by one of the departments of the central govern- 
ment presided over by a minister of the Crown, responsible 
to Parliament, or by some local authority, such as the 
municipal council of a town. Whether exercised by 
the one body or the other it is equally the operation of 
the state ^ and we shall find that both the one and the 
other, and sometimes both, are constantly called into 
play according to the difference of the subject-matter. 
Until late years there has been some indisposition on 
the part of Parliament to trust large powers to local 
representative bodies, arising partly from interested 
opposition, partly from mistrust of local authorities, 
partly, perhaps, from a jealousy of parting with powei’ 
■ a feeling which actuates popular assemblies no less 
than kings and ministers. But tliei'e appears at present 
to be an increasing and wholesome feeling in favour 
of delegating the control of local matters to local 
bodies j a most desirable thing, both because it relieves 
the overburdened Liegislature and the growing central 
odministration ; and still more because it encourages 
the development of public spirit and political capacity 
throughout the country. 

The treatise by Mr. Traill on Central Government, 
which forms part of this series, describes the several 
great offices of state and their several duties. It is there- 
for© unnecessary for me to give any general account of 

j> 2- 
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the way in which the various administrative functions 
of the state relating to trade are distributed amongst the 
departments- That distribution can scarcely be referred 
to any general principle, since it has been a matter of 
history and of accident, rather than of design ; and the 
functions of government which affect ti’ade are exercised 
by different departments without much regard to logical 
consistency. Much lias been said lately about a Ministry 
of Cominerce, but no very distinct programme of its 
functions has yet been formulated. It would no doubt 
be possible to rearrange the duties of the several depart- 
ments more logically than they are now arranged, and to 
give to a minister for trade a higher and more definite 
position in the government. But it must be remembered 
that, do what you will, tlie duties of such a minister must 
necessarily run into and mingle with those of other 
ministers ; that many of the relations of the govern- 
ment with trade have for their object, not trade itself, 
but some <)ther object which is the proper subject for 
another department of the state j and, above all, that 
the name of the minister, and even the arrangement of 
business, is of much less importance than the character, 
position, and ability of the particular officers, political or 
permanent, who have to do it. If any such change as is 
proposed should be made, may I be allowed to express 
a hope that the time-honoured name of the Board of 
Trade may still be preserved, — a name connected for 
evil or for good with the history of our government, 
our colonies, and our commerce, from the time of Oliver 
Cromwell to that of Mr. Gladstone. 


CHAPTER TIT 

THE STATE PROTECTS LIFE AND PROPERTY ; PROVIDES MEANS 
FOR THE SETTLEMENT OF DISPUTES ; PROMOTES 
EDUCATION ; AND FURNISHES INFORMATION 

There arc certain general functions of the state whicli 
have no special relation to trtiders more than to any 
other class of the people, but without which trade could 

not flourish, and could scarcely exist. Such are the 
following : — 

Proteciicm to Life and Property,— J^y means of the 
police, of the criminal law, an<l of civil remedies for 
violence and injury, the state affords that security 
against robbery and wrong without which free buying 
•and selling would come to an end. No goods could be 
safely carried or kept for sale without it. The cattle 
markets of the Scotch border Avould have Ijcen imprac- 
ticable in the old days of cattle lifting ; and a few days 
of such riots as liord George Gordon’s, would stop the 
business of Ijondon. The robber barons of the Rhine 
were put down in the interests of the trading towns of 
Germany ; and the growth of maritime commerce has 
led the nations to treat pirates as the one class 
of criminals whom no flag protects from condign 

punishment. 
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But it is needless to illustrate this point. The first 
and most essential relation of the state to trade is to 
cifford security for life aiirl property. 

Settlement of Disputes . — In establishing courts of law 
with the re<|tiisite powers, the state provides the means 
of s(ittling the (|uestions concerning property which 
arise between its subjects, and which, in a trading 
country like ours, are especially numerous and important. 
It is in the process of determining such disputes that a 
body of law is formed ; by adopting the customs of 
traders as their guide, and reducing those customs to 
logical consistency, a succession of able judges have 
profluced our excellent s^'^stem of mercantile law. It 
may be added that the function of the state in settling 
disputes is distinguishable by no definite line from its 
function of enforcing contracts, which is more fully 
noticed below. 

EclncfUion . — General education, from reading, writing, 
and arithmetic, upwards, is essential to business. Be- 
yond this, the state gives a certain amount of .special 
assistance to manufactures, by helping to establish 
museums, and by making grants to science and art 
schools. It is probable that technical education has yet 
to receive a much greater development in this country, 
and tlie state will no douV>t be called upon to take a 
large part in it. 

Information . — The state furnishes this in a variety 
of ways, many of which are generally, and some specially, 
concerned with trade. 

It undertakes scientific observations and publications 
wliich private effort cannot accomplish. Among these 
are astronomical observations and the Nautical Almanac ; 
hydrographic surveys and admiralty charts ; surveys 
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and maps of the X.^nito{l Ivinmloin : Lceol<>u;ieaI anc! iniijiiii::; 
surveys and rccorcls ; niagiu'tic and inclet>n>li)i^ii’al nl)- 
servations. It pul dishes elaborate statist ies of all 
matters coining under the cognisance »>f public depart- 
ments, of whicli those relating to the foreign tradt^ 
of the countiy are amongst the most important. It 
collects, through the diplomatic and constdar sta vict', 
reports concerning the trade and industri(‘s of fort'ign 
countries, and it lays Viefore tlie public either in the 
Gazette or in Parliamentary PajH'rs a gr(*at varit'ty of 
information on subjects connected with trad(‘. 



CHAPTER IV 


THE STATE ENFORCES, FJXPEAINS, AND ADDS TO 

CONTRACTS 

To enforce contracts is, as we have said, one function 
of the state. It is a function of great importance, and 
is especially connected with tnule. The nature of this 
function, therefoi’e, calls for some general observations. 

FreedoTin nf (Joittrcici , — Every act of buying and sell- 
ing, unless completely executed at once, constitutes what 
the lawyers call a contract. But is not contract free ? 
Is not anybody at liberty to make or not to make a 
contract of purcluxse or sale, and, if so, is he not in so 
doing out of the domain of state interference ? To the 
first of these questions I shall reply presently. To 
the second I say — By no means. The very notion of 
a promise, an obligation wliich the law will enforce, 
implies that the transaction is not complete without 
the sanction of law ; that it is one which the law 
steps in to complete if either of the parties fails to do 
so. This is the action of the state in its most powerful 
and all-pervading form, so universal in its operation 
that we hardly think of its existence. But it could 
not exist among men who are not bound together by 
stiong common institutions : it only does exist in its 
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fully developed form in very Inglily orpinisod com- 
munities. The pt)int is an important oiu', and is often 
lost sight of. Fi’ccdom t)f contract is often spoken of 
as if it were the same as simph* freedom of action or 
disposition. But it is no such thing. 

Contract involves obligation, wliicli is the opposite of 
freedom. When a man makes a contract he gives up a 
portion of his freedom ; he l)inds liimself by a promise 
to another person to <lo or not to do certain tilings • and 
this promise, if binding in the ej^o of the law, is f>ne 
which societ}’^, with all its crusldng and overwhelming 
power, will compel him to perform. To use the wor<ls 
of a recent book of autliority, “ Every person not subject 
to any legal incapacity may dispose freely of bis actions 
and property within tlie limits allowed by tlio g(’neral 
law. Liability on a contract consi.sts in a limitation of 
this disposing power bj'' a voluntary act of the party 
which places some portion of that power at the com- 
mand of the other party to the contract. tSo much of 
the contractor’s individual fi’eedom is taken from him 


and made over to the other pai’ty to tlie conti'act.” * 
Breedom of contract is, therefore, a veiy diffei'cnt tiling 
from freedom of action and disposition. Ho far from 
tlie doctrine of conti'act being i<lentical witli freedom, 
it IS />ro tlie reverse. So far from its being non- 

interference on the part of tlie state with indivirlual 
action, it is interference of the most subtle, searching, 
and overwhelming kind. It brings th<^ whole weiglit 
of the social fabric upon the man who has bouiitl Idm- 
self by a promise. His freedom consists in being able 
to make or to abstain from making a binding promise. 
But when he has made it, the state uses its whole 

* Pollock oil ContractHi p. 187, 2nd c<l. 
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despotic power to compel or prevent his free action. 
Care therefore has becTi taken by the state to prevent 
the abuse of such a power. The law of contract — a 
branch of law wliich is ever growing in importance, 
in magnitude, and iir complexity — is, in fact, a statement 
of the limitations which it has been found necessary to 
impose on absolute freedom of contract, the definition 
of tlui conditions under which, and of the manner in 
which, a man may make such a pi’oinise as the law will 
enforce. 

The groat (iifference between the system of free com 
tract aiul the .system which it replaced lies, not in the 
absence of obligation, but in the substitution of a self- 
imposed obligation for an obligation imposed by some 
external power. The progress made in the last hundred 
years lias consisted in the abolition of a great number 
of the restrictions wliich, whether in the form of feudal, 
tribal, or family relations, of trade guilds and their 
rules, or of the protective industrial systems of modern 
Europe, made a large part of each man’s obligation 
depeiul, not on his own individual choice, but on certain 
rules and relations laid down and determined for him 
by .society, by custom, and by law. The substitution of 
the rights and duties arising from the free contract of 
the individual for the duties arisinjr from status and 
relation is one feature in the liistory of that develop- 
ment of the individual, which in the domain of law has 
been so well illustrated by Sii* H. INIaine, and which is 
no less marked in the domains of political, of social, 
and religious liberty than in that of buying and selling-, 
in w’bich it has played so important a part. 

In adopting freedom of contract as the general prin- 
ciple governing mercantile dealings, what has been done 
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is not to abolish obligation, but to substitute for an 
obligation devised by custom or law an obligation self- 
imposed by the individual, and tliis obligation, the 
state, not without many additions and limitations, 
undertakes to enforce. 

Contracts Enforced by the State. — The widest and most 
important function of the state with relation to trade 
is then to enforce contracts ; and it does this by means 
of suits for damages and for specific performance in 
courts of law. In the next chapter will be found 
mention of some of the branches of law into which 
this great function of the state develops. To treat 
it fully is of course impossible, for to do so would 
be to write a treatise on mercantile law, to enumerate 
all the legal rules which affect both retail and wholesale 
dealings. 

I have said that in enforcing self-imposed obli ,^a t lOT^ s 
the state docs so with many limitations and also witli 
many additions. Of the limitations I sliall speak below. 
On the additions it may be desiiable to add a few 
general observations, so as to show how much the state 
does, not only in enforcing the actual obligations which 
people have made for themselves, but in so construing 
those obligations as to make them in many cases fai* 
more extensive than the parties ever reall3'^ con- 
templated. 

Contracts Explained and Snj)plemenied by the State . — 
The great principle which governs the action of the 
law, i.e.y the action of the state, in these cases, is that 
free and intelligent consent is of the essence of such a 
contract as the law will enforce. This is entii*ely at 
one with the economical principle which relies on free 
and intelligent choice, dictated by self-interest, as the 
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most efficient agent in tlie production of wealth. In cases 
where there is no such free and intelligent consent, no 
sucli free choice, the essential elements are wanting 
which, in tlie eye of the law and political economy, give 
sanction to contract obligations. But we are constantly 
in tlie habit of assuming that this free choice and con- 
sent exist where there is really no choice or consent at 
all, and no intention of consenting ; and the habit is 
fostered by the fictions to which lawyers, in their 
custom of referring all obligations to contract, are 
constantly resorting. AVe have no right to assume, 
as we constantly do, that, in matters which have 
become habitual, each person does or can exercise free 
choice whenever he makes what is termed a contract. 
Life would be intolerable if he did. Nine-tenths of 
the consequences of all our dealings are fixed for us 
by practice and Ijy custom, and w'e are as unable to 
escape from these consequences as if we were enjoined 
by a specific statute. When wo order a bale of goods,- 
when we sell the produce of our land or our labour, 
when we take a railway ticket, when we send a packet 
by land or sea, when we insure our lives, our houses, 
our ships, or our goods, — in short, in almost every 
dealing of life, we subject oui'selves to a series of 
conditions and consequences, many of which we do 
not and caimot know, and from many of which, did 

we know them, we should be absolutely incapable of 
freeing ourselves. 

And yet, whenever a question arises in the law- 
courts as to the effect to be given to any of these 
conditions, the question which the lawyers put to 
themselves is almost always, “ AVhat did the parties 
mean ? and the conclusion at which they arrive is 
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justified or even sanctified in tlieir eyes by the as- 
sumption of an implied promise, wlien, if ti'uth 

were told, in nine cases out of ten tlie partit‘s ha<l 
no meaning about it at all, having never contemplated 
the contingency which has aiisen. And even if the 
question were put in the more plausible form, “ What 
would they have intended if they had foi’eseen tln‘ 
contingency?” it is still open to the observation that 
they might not, and in many cases wtjuld not, have 
been free agents in the matter. To say that a man 
must be held to have <lealt with a view to all the 
consequences which law, wliich is the voice of the 
state, attaclies to such dealings, may lead to the con- 


clusions which justice and convenience requirt*. fJut 
to say so leads us too often to ignore the fact that 
he did not as a matter of fact have these conse<ju(*nces 
in view, and that the state has really ci‘eat€j(l them 
for him. 

The cose of the law of carriers and of innkeepers 
affords a good illustration. By the law of England tlie 
carrier was supposed to take the risk of loss or desti* ac- 
tion of the goods committed to his care, aiul the 
innkeeper was held responsible for articles deposited 
by travel lei's in his inn. The lawyers added these 
stipulations to the actual contract, and justified the 
addition on the ground that it must have been what the 


parties intended. But as a matter of fact special stipu- 
lations to this effect were not made, and it is not likely 
that any carrier or innkeeper over really intended to 
make such a stipulation. liuiecd, so far were the 
added stipulations contrary to the real intentions of 
the parties that the state has been forced to step in 
afresh, and by special statute to modify anti limit the 
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liabilities which, by the action of the courts of law, it 
had itself created. 

It is quite possible that the conclusions of the law 
may be right, although arrived at by the fiction of an 
intention or a promise which never existed ; but the 
real absence of such an intention or promise shows how 
large a part the state plays, not only in enforcing what 
are ordinarily looked upon as the free and unfettered 
contracts of the parties, but in adding to them and in 
raising implications from them. 

The state thus interferes with almost every mercantile 
dealing by adding to it a number of incidents which 
were not in the words, and often not in the minds, of 
the parties to the contract. This interference however 
forms part of the general mercantile law, and to 
attempt to describe its effect or to follow its application 
to particular mercantile contracts would carry us into 
a field far too wide for the scope of this treatise. 

A. furtlier form of interference by the state of a 
similar kind is to be found in the numerous cases in 
which the legislature constantly interferes for the 
purpose of altering the existing legal incidents of a 
contract, leaving the parties either to adopt the altered 
law by allowing it to take its course, or to adopt other 
stipulations if they please. A well-known instance of 
this sort of interference is to be found in the recent 
Agricultural Holdings Act, which alters the existing 
consequences of a farming lease, and imposes new 
obligations on the landlord where there is no stipula- 
tion to the contrary. It is obvious that here there 
is no interference by the state with the freedom of 
the parties to contract, but simply with the custom 
or legal decisions which it has itself adopted as the 
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incidents of their contract when no other iiiteirtioii is 
expressed. 

AV e thus see that one most important function i>f tlu* 
state in relation to trade is to enforce contracts of 
purchase and sale ; and to suj^ply the deficiencies whicli 
necessarily exist in all contracts hy addling te them 
those incidental consei^uences and condititms whicli, in 
legal language, the parties must he supposed to liave 
contemplated, Vmt which are, in fact, consequences and 
conditions which the courts of law, having regard to 
the ordinary practice of huj’ors and sellers, think to lie 
reasonable. This function of the state is exercised hy 
courts of la\v% and almost escapes notice as a function of 
the state from its universal application and the tacit 
consent with which it is accepted. AVe also sec that it 
is a further function of the state, acting through the 
legislature, to see that these consequences ami conditions 
of a contract of sale are, from time to time, adapted to 
the present wants of buyers and sellers ; to put an end 
to such as are obsolete or injurious ; and to add sucli 
as the over varying and growing necessities of ti'ade 
require . 
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MERCANTILE LAW 

It is, as stated in the last chapter, impossible in a work 
of tliis kind to do more than refer in the most general 
way to that great mass of rules by which the business 
of buying and selling is regulated, and to which we give 
the general name of Mercantile Law. This law is not 
separated from the great body of our law by any definite 
line, for the remedies for non-payment of a debtor other 
non-performance of a contract are the same whether the 
cause of action lias arisen out of buying or selling or 
out of any other relation. But there are certain large 
branches of law, which if not exclusively concerned 
with transactions of sale and exchange, are yet so in- 
timately connected with those transactions that they 
may be said to owe their character and even their 
existence to them, A reference to some of these will 
show how wide and powerful is the influence which the 
state, regarded as the authoritative exponent of legal 
rules, plays in regulating all the doings of trade. 

Debtor and Creditor , — The law of debtor and creditor 
constitutes a very large portion of our civil code. It is 
not exclusively mercantile, because, as noticed above, a 
debt may arise out of relations which have nothing to 
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do with trade. But hy far lh(‘ greatest luimbi'r uf (l<‘hts 

do arise directly or indirectly t)ut tradiiii^ relatit)jis, 

and therefore of the whole law of debtor and eredittir 

the great (*r part would havt‘ no t^vistence but fur 
tradt\ 

J It / is a relation wineli iiM'olvi's joint jirotit, 
and this profit is always niadt* by soiih^ kiiul of traile. 
The law of pai'tner.ship, thert^fore, with all its incideuits, 
the rules which govern the creation and dissolution of 
partnerships, the relation of the partners to one an<jtlH*r, 
and the rights and liabilities existing b('twt*(*n them and 
thiid parties, ai‘e I'ules which the state* adopts an<l 
enforces for the benefit of trade. 

JointStoch (Jontpa iii/'s. — Thesis art* an e.xtendtMl form 
of partnership, reijuiring a special law of tiu'ir own. 
Ihis law fills one of the longest acts in tlu; statute- 
book, and the act is supplemented by an ever-incieasing 
mass of judicial decisions. 

1 ri'iicvpal and A/jant . — This is a relation whicli, though 
it may exist independently of any ctiinniercial relation, 
does in the great proportion of cases arist* <iut of such 
relations. In the present state of trade, when so niaii}’^ 
mercantile transactions are cai*ried <jti between fai' 
distant places, and when the ever-gi'owing magnitude of 
the business done and of the organisations hy which it 
IS done renders intermediate agency more and more 
< xtensive and more and more indispen.sahle, tlie law of 
principal and agent is more than ever important to 
tiade. The relations of principal and agent to one 
another and to third parties, embodied partly in statutes 

law, but still more in judicial decisions, form a large and 
important branch of law. 

^hijyp%n(j. This species of proper 13 ^ is peculiar in man^' 

E 
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respects, and has a special law of its own, which is to 
bo found in one of the acts in the statute-book, 

in a p^i'eat number of amending acts, and in innumerable 
judicial <h‘cisions, besides constituting a considerable part 
()f tliiit somowliat viigiie system of rules known as 
international law. On this subject more will be found 
below in Chapter XIIT. 

Jiifh oj ExcJia^Kje , — Tliis form of mercantile contract, 
simple ('iiough in its essential and original character, has 
obtained such wide and variefl use that it li;is "iven rise 
to a complete system of sp(;cial k'gal rules, which have 
at last been codified in an act of the host sessiond The 


case 


interostini; 


an excellent illustration of the 


way in whicli practice and custom grow into law \ and 
is tilt’ ref oi’e worthy of special notice. 

A. bill of exchange is, in its original form, an order 
by a trader who is selling goods upon tlie trader to 
whom tliej’^ are soltl to pay the price of them to some 
third person. The one trader may be in one place or 
country, and the othei' in a different place or country. 
AVhen the order is acknowledged, or, in technical terms, 
accepted, Vjy the purchasei* of the gootls, the contract is 
complete, and is pei’fornied b^'^ payment at the appointed 
time. This instrument, with the right to sue upon it, 
is, unlike inost other legal contracts, transferable by 
more delivery, and it is not necessary to prove that any 
consideration has been paid for it. Any person who in- 
dorses it {,(?., places liis name upon tlie back of it — 
makes himself responsible for the payment to any sub- 
sequent hokler. Possessing these qualities, bills of 
exchange become a valuable form of property. They 
are used for a great variety of purposes ; they are a 
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eoininon form of ciHullt, ami to a lar^^ r<‘|»lat‘t' 

tuiioiicy , they arc tor ))anl< 4 'i‘s’ dt'pnsils ; 

l1iey constitute tlio ordinary iiu'aiis of remit t in^ money 
from place to place, and of stUtlin,!;- tlu‘ l)alanc<‘s nf 
trade i>etween ditrerent countries; am] price jiaid 

for hills is an important index of tlu' connmu-cial and 
monetary relations existing; ])(n\\i‘t‘n ditiV'n'iit nations. 
If it can be said witli trutli that inodian tradc^ couhl not 
go on witlioiit money, it may lie sai<l with <MiuaI truth 
that It could not go on witliout hills of (‘xeiiama* • ami 
the l>ody of rules whicli go\'(M‘n tlu'm, though it has 
grown out <)f mereantile usag(‘ and not out of the direet 
action of government, is now no less th(' creatinx^ <;f tin* 
state than the law conciuning tin' coinage, 

CofUrar/s ivtt/t C\trricrs. — These again form a large 
and elal>orate branch of the mercantile law, and 
are especially important in such a country as (nirs. 
They include eon tracts with railway companies f<jr 
carrying and forwarding gocjds ; charter parti<-s of 
sliips j and, aliove all, hills of lading for goods carricid 
in ships, whicli are negotiable instruments, and carry 
witli them by mere assignment the actual pro])(*rty in 
the goods whicli they represent. 

Mar hie Insarance. — Policies of assuranci*, again, ar<‘ 
con ti acts of th(3 greatest importance to a nau'cantile 
country, and the dillicult and comp]icate<l (juestioiis to 
wliicli they liave given rise hcitweeri shipowners, o\vm*rs 
ef cargo, underwriters on ships, and iimJer writers on 
caigohave called for flecisionsso numerous that tlit'y rdl 
volumes of reports and text- hooks. 

O'l'rnatiori oj" this Lair. — Tlie above are some of the 
piiiicijjal branches of our law wliicli owe tlieir existence 
to, and wliicli support and regulate, our trade, and it will 
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be seen from the above short reference to them how im- 
possible it would be for trade to be carried on without 
tlu^ action of the state whicli they inv'olve. It is true 
tliat the i^reatcr part of tliis law luus grown out of the 
practice of traders^ and is not duo to the original or direct 
action of the sovereign or tlie legislature. Merchants 
have done what they found useful, and tlie lawyers who 
liave V>een intrusted with the function of declaring the 
law liave very sensi))ly, by means of a useful fiction, de- 
clared the law to l)e wliat the merchants have practised, 
wisely confining their own part in the matter to ascer- 
taining the customs of trade and giving to those 
customs form and logical consistency- Einally, the 
legislature lias, in some cases, adopted the rules thus 
determined, and has given them the form and sanction 
of an Act of Parliament. The case of bills of exchange 
is an excellent illustration of the process of constructing 
our mercantile law. The assignment by delivery of a 
right of action was a thing unknown to our earlier 
common law ; and the notion of a contract without con- 
sideration was abliorrcnt to the doctrines of courts of 
ecjuity. But traders had found the convenience of the 
modern bill of excliange which can be Jissigned by 
delivery, and for which no consideration need be shown, 
and wise judges adopted as law what the merchants had 
adopted as practice. An elaborate series of rules was 
gradually worked out on this basis, and finally a code 
containing these rules has been embodied in a printed 
Act of Parliament, 

It will however be found on consideration that in 
every free and well-governed country, whether the 
law has had its apparent origin in a decree of a sove- 
reign, or in an act of a representative legislature, or 
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in the adoption by .judges of aii existing praetiee as 
law, the law tints adopted and deelartMl is really an 
expression of a popular want, and a sanction givt-n in 
the name of the collective nation to a rule which it 
needs and of which it approves. Our ^Mercantile Law 
is, fortunately, more than any other branch of law the 
direct outcome of tlie needs and practices of trade, and 
to this it owes its great excellence. But it is not the 
less on tins account the voice of the state. 

Opeiafioii of thi» Z-nc?e.— When it is said that tlie law 
regulates all mercantile transactions, it must not be 
supposed that its active operation is consciously and 
generally felt. The law acts as a gui^le and a scarecrow, 
but It IS seldom necessary to apply for its compulsory in- 
tervention. Take the law of debtor and creditor : every 
debt can be enforced at law ; but out of tin; many millions 
of debts which are incurred every day, the nunilx^r which 
are enforced at law is small indeed’. W<* oftrui hear of 
commercial dislionesty, but it is tlie excojition, and a 
rare exception. The more surprising thing is to think 
the innumerable transactions wliicb are <x>mpleted, 
tlie millions of money which change hands dail^^ on 
tlie faith of a word or a scrap of paper, without even 
t le consciouNfiesH of a legal ol>ligation. Honesty is not 

best policy, it is tlie one essential vii'tue of a 
ading community. Law is appealed to only in very 
ceptional Ctises of distinct roguery, oi’ in cases where 
rcal doubt exists as to wliat the obligation ought to be. 

le law is not felt at all in the great majority of 
cases where its intervention is not required. Hence 
1C value of civil liability as a remedy for wrong, as 
mpared with the favourite remedy of direct adminis- 
trative supervision. Where it can be made the duty 
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of men to perform a given duty or to abstain from a 
given injurious practice, where this duty can be made 
the foundation for a civil suit at law, and where 
it is sufficiently to the interest of their fellow-men 
to make them abstain, an action for damages by the 
person injured is not only the most efficient remedy, 
but it lias the great advantage that it is applied only 
in the particular cases in which a remedy is needed, 
and does not, like the supervision of an executive 
officer, interfere with all the innocent operations of 
ordinary dealings. 


CHAPTER. VT 


GENERAL LIMITATIONS 


BY THE STATE OK CONTRACT 


OBLKiATlONS 


It is, as we have seen, a most important function 
of the state to enforce the obligations of trading 
contracts, and in so doing to add largely to tlujse 
obligations. It also interferes by imposing a great 
number of limitations on theses obligations. Of these 
limitations some are genei'al in character, restricting 
under certain circumstances the power or right to enter 
into any such obligations, and restricting <n‘ abolish- 


ing under certain circumstances the binding power of 
such obligations. These general limitations form the 
subject of the present chapter*. 

Personal Disabilities . — An infant, a drunken man, 
and a lunatic cannot trade at all ; they are not 
allowed to bind themselves by any contrrKst obligation 


to a per.son who knows their condition. 

A married woman’s power of trading has hitherto 
been limited ; but this limitation is done away with 
by a statute of tire last session (45 tk 4G Viet. ch. 75), 
which gives her complete control over her own pz’O- 
perty, enables her to bind herself and it by trading 
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contracts, and makes lier subject to the bankruptcy 
law. 

A tCcader cannot bind himself by any general contract 
not to exercise a lawTul trade, and contracts for a strike 
or lock-out cannot tlierefore be enforced at law. 

An alien enemy, i.e., tlie subject of a state with 
wliich w(^ are at war, cannot trade with us ^ but an 
alien friend can do everything in the way of trade 
which a British subject can do, with tlie exception 
that he cannot own British ships. 

Certain triiders are required to obtain licenses before 
exercising their trades. They are — apothecaries, auc- 
tioneers, brewers, brokers, chifnney’‘-s weepers, distillers, 
game dealers, goldsmiths, marine-store dealers, patent 
medicine sellers, pawnbroker.s, playing-card makers, 
pedlars, publicans, tobacco sellers, and vinegar makers. 
In some of these cases the object is the public health ; 
in some, the protection of the public revenue j in one, 

hunuinity , wliilst in some cases the reason for requiring 
a license is not obvious. 

Limited Liahilitij . — In this place we may notice an 
important disability which the state, acting through the 
law-couits, formerly imposed on a certain form of 
trading, but which is now removed ; a disability which, 
wliilst it existed, prevented, or at any rate checked and 
obstiucted, one of the most important factors in modern 
industry joint-stock en terpi’ise. 

hen joint-stock undertakings were first established, 
the courts of law insisted on applying to them the 
doctrines and rules of procedure of the old law of 
partneiship, which, besides being cumbrous and utterly 
inapplicable, made it essential that every shareholder 
should be liable to the whole extent of his fortune for 
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all the debts of the ooiicerii. This il<H't i‘inr \\ ;is mcM 
111 the caso (.f parlianKMitai-y companies by piaAate Acts 
liaiiumt, ami in st)]ne otlu*i' cases by I\oyal 
Cliaitei. J?ut it vas not' till th(‘ passin<r of bill 

introduced by My. Lowe in ISot; tliat full pow(>r was 
j^iven to joint-stock associations to incorjiorate them- 
selves with a proper oi'i^anisat ion, and with limited 
liability. The act was (cxtemled to hanks in 1 and 
the wliok* law was amendf*d and c(msolidat<‘d in 
‘Since the passing of tlu'se acts, all jiersons Inn (‘ heim 
able to organise tliemst'lves for any lawful ])urpose, and 
to undertake commercial flealings with i>thers on the 
teinis of eitlier limited or unlimited lifdiility on tlie part 
of their inenihers, F^rom a parliamentary return in 
Ihi / it appeal's tliat the paid-uj) capita] of companies 
legistered under tlie Joint -Stock Compani(*s Act ex- 
ceeded .£300,000,000. This is of course exclusive id' 
pai lianiciitary companies, such as railway c<)in]>anies, 
aiKi also of companies formed umlei' charters. 

Iheie i.s probably no feature in iiiod<*r’ii socif'ty which 
lias effected so great a revolution in trade and industry 
as joint-stock enterpi'ise ; and this ent('rj)ri.se t:ou]fl 
scarcely have existed under tlie fetters which tlie static 
foimeily imposed upon it. Tlx? casi* is extrmiiely 
inteiestirig as an illustration of the important part 
which the state may play in eh(*eking or <leA'e]<jpiMg 
iiidusli^j and also of tlie mischief it may <lo, ahiHist 
witliout notice, by an impolitic restriction. 

*^'tatuee of Fra^uis, 29 Car. IT. di. 3.—% this statute 
any contract for the sale of goods for more than 
•£10 is void unless it is in writing and signed by the 
paities or their agents, or unless there has been delivery 
and acceptance of the goods, or of part of them, or 
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payineiit oi* part- pa3’’inent by the bu^^er. The litigation 
on Lliis seel ion lias Ijcen very great. One judge is reported 
to liave saifl that every word of the section was worth 
a king’s ransom, and a second judge to have retorted 
tliat every woi'd Iiad cost a king’s ransom. I believe 
that until (piite recently every contract for the purchase 
and salt* of cotton sold at Liverpool was rendered in- 
valid at law under this enactnieiit, and that a very large 
part of llu;se contracts are still invalid. ^^o difhcult is 
it for the state to interfere ju{lici<.>iisl 3 '^ with mercantile 
dealings ; anfl so ineflectual is the interference of the 
state? wlieii it runs counter to the practice which buyers 
and selltM’s, for their own corivciiiciice, adopt. 

Slalufti oj Lnnifjtf'unis, 21 James I. ch. IG. — Tn the 
ahs(?iice of spi'cial stij)idation to tlie contraiy, ciu un- 
ex('cut(*d contract would never be at an end \ the 
obligation would remain hanging over tlie heads 
of th<? parties for ever. It has therefore been the 
policy of every civilised government to fix a period 
bciyond which it will give no assistance to enforce 
contracts. In tlie case of contracts for the purchase 
and sale of goods, this period was fixed by the statute of 
21 Janies T. ch, 16, at six years, and this period of 
limitation still remains. It is generally put by the 
lawyer.s on the grouml of the legal maxim, Interest 
rev}nthne€ti tU sit JinUlithini ; hut the more intelligible 
giound is tliat it is not right that a man should remain 
foi an intlefiiiite time the slave of an obligation which 
ther e has lier'n no attempt to enforce. 

At the present time, when there is a constantly 
growing tendency to curtail cr*edit, when the steamship, 
the railway, and the telegraph, have accelerated mer- 
cantile operations, and when the period for which bills 
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to run is boi’omini;’ s] mi l or ami sliorloi” ; whon a 
nuinlier of wholesale transaetions ait' etnnjth'ted at oiioo 
foi cash ; wlu'ii of retail t l ansact ions niaiiv, if not most, 
are for ready nioiu'V ; w]u*n many tradesmen's hills art' 

paid weekly, and few run for as Itjn^- as a year tiu' 

pi I jod ot six j ea 1 s is much huiyt'r than is nt'ct'ssar\'', 
ln>r most of the transaetions of daily lift' oni' yt'ar would 
he ample, and if the etlect of sht>rt(*nini^ tht' ]ieriod wtat? 
in some in.stanet's to iiri'vent credit from hein"- <dvt'n 
‘tm in otht'is to make the s(*lii*r insist, on t'arlit'r pay- 
ment, the eifeet would lu' a very wluilt'some one. llert', 
again, it is important to reuu'mlier that the leal inter- 
feiencc of tlio static with freiMlom is where it (‘iiforet's 
contracts ; and that, wht'ii it i-i'fust's to insist on their 
being pei'formed, hy tliat rt'fusal it ivstori's frei'dom. 

Bankruptcy. — (The Ikinkruptey Act, I 1^2 ‘h’J 
Viet. ch. 71, ami Debtors Act, ISOO, A' :V2 Viet, 
cin G2, contain the priisimt law on tliis subject.) I>ank- 
1 uptcy, again, is a case in which the state ri'fuses, undei’ 
cci t*dn cii'cumstanccs, to follow tlu; usual rule of en- 
forcing individual contracts, and suhstituti^s a special 
mode of proceeding, the ultimate ('fhect of which is 
generally to free the contracting party fi'oni the <jh- 
hgations which he has taken up<»n liimself. Tt is so 
fai like the Statute of Liniitations that it is a ri'storation 
of fioed<jm, although u])on certain stringi'iit conditi<>ns. 

riic general features of the bankruptcy law ai'c as 
follows ; — 

\Vhen a man has incurred a number of debts and 
is unable to pay them, lu^ may be made a Vianki-upt. 
Ihe consequence is tliat all the property which then 
belongs to liiin becomes divisible amongst his creditors, 
and that if the coui’t gives liiiii a 
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wliicli it d<>(*s unl(\ss a special case of misconduct is made 
out a;^ainst him — he is discharged from his obligations, 
and left free to acrjuire anrl enjoy property and to begin 
tlie world again. Special provision is made for punishing 
fraudulent del)tors, and, in cases where a debtor can 
pay, btit refuses to pay, there is still vested in the court 
a power of imprisonment. But for mere debt with 
inalulity to pay no man can be imprisoned. On these 
general principles there is now no dispute, and they are 
admitterl as the foundation of every bankruptcy bill. 
Nor is tli(*i’e now any real distinction of importance 
l)e tween traders anrl other persons, or between bank- 
ruptcy and insol vmicy : it is admitted that all debtors, 
wliether in what is callerl trade or not, must be subject 
to the same law of debtor and creditor. 

Therr'. lias thus lieen a great advance since the time 
when men charger! with non-payment of debts were 
inijirisoiuirl both on mesne process, v’.c., before any 
judicial srmtrmce, and also after judgment ; when our 
gaols wert^ full of riebtors ; and when, unless a man was 
what the law recognised as a ti’ader, he could not, even 
wlien fliscliaifici from prison, earn or acquire property 
fror'd from his j>rr;vir.)us rlebts. We oiiglit not to forget 
til is wh(>n we hear so inan^'^ complaints against the 
present law of l)ankruptc3^ is not likely that that 

law \\ ill e\’’er give entire satisfaction. ^V'^liere a creditor 


gets r>nly half a crown or five shillings in the pound out 
of what is rliie to him, he is not likely to think the 
pioceeding by which ho gets it a satisfactory one j nor 
is it likely thevt an^’^ process of liquidation can be estab- 
lished whicli will not waste much of the assets in 
expenses. But the establishment of the principles — 
that when a man is unable to pay his debts, his 
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property should Ix^ divid<Ml ;iinoiii^ liis creditors; that, 
mere inability to pay sliould not carr^' with it p(Mial 
consequences ; that an innocent th'btor sliouhl Ik* fr(>t‘ 
to trade and acquire pi’operty a^Min ; and tliat mis- 
conduct in incurriiiLC debt sliould be tlist injiuislieil from 

n O' 

mere insol venc}”, and should lx* jiunislied accord in j^ly 
— shows that, whatever im})erfi'ctit>ns tlierci still are in 
the law of bankruptcy, real proL^rt'ss has been inadt* 
towards placing that law on a satisfactory footing. 

There are howtivi'r points of great iniportanc(‘ in 
which our bankruptcy law is still <oMhsse<l]y aiid 
miscliievously defective'. Th<‘st‘ relate inijni] Killy to tin* 
collection and distribution of ass<‘ts, and to tin; ex]tosui'c 
and punishment of culpable di'htors. 

An attempt was made in lS.‘i2 to collect an<l distribute 
tlie as.se ts of tlie banki'upt ]>y otlicial agency, under tlie 
control of the court. This agency was at first successful, 
hut ultimately broke down, probably in consequence of 
tlie want of that adniinistrativi; su|)<M'visiori which a 
court of law is not fitted to give. The collection and 
di.stribution of assets was in 18(30 handixl over to tin* 
creditors, without otlicial, and even, in most cases, 
Without judicial control ; and the consequence is found 
to be that, as it is not worth the while of the creditors 
generally to spend time or trouble in looking after bad 
debts, the management of tlie business falls into the 
hands of a class of agents whose only olqect is to make 
‘US much as they can for themselves out of it. 

Again, in placing the collection of assets in th(? liand.s 
of the creditors, no provision was made for enforcing 
that part of the law which provided hir tlie exposure 
and punishment of fi’audulent or otherwise culpable 
dealings. Gross frauds and misconduct con.sequently 
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escape censure and punishment, and are not even 
brought to the notice of the court of bankruptcy, which, 
like other courts of law, can only act upon charges and 
evidence brought before it. 

To remedy these evils it has been proposed in recent 
attempts at bankruptcy legislation, to allow no debtor 
to obtain the benefits of bankruptcy without public 
inquiry and examination ; to give to the creditors the 
assistance of an official agency, responsible to a minister 
of the Crown, which shall aid, but not control them, 
in managing, collecting, holding, and distributing the 
assets ; and to intrust to the same official agency the 
duty of inquiring whether the debtor has been guilty of 
criminal misconduct, and, if he has, of bringing it 
before the bankruptcy court with a view to the refusal 
or suspension of his discharge or before the public 
prosecutor, with a view to criminal proceedings. The 
inquiry would be analogous in character to a coroners* 
inquest, or to the more modern inquiries which now 
take place into shipwrecks, and into railway and mining 
accidents. If it is the duty of the state to inquire into 
the causes of accidents which cause injury to life 
and limb, it is at least equally necessary in a mercantile 
country like ours to make inquiry into collapses of 
credit which affect our national character, and often 
bring want and misery into a thousand homes. 

A. further point of great interest in any new bank- 
ruptcy scheme is the question of making some proceed- 
ing analogous to bankruptcy applicable to the case of 
workmen who have little or nothing but their weekly 
wages, so that they may, in case of insolvency, be able 
at moderate cost and on reasonable terms, to obtain 
their discharge, and so that the sentences of imprison- 
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inent which county court judge's now iniHct for wilful 

non-payment of small debts, ina^^ bo redueetl within 
the smallest possible compass. 

nj Sale . — These arc in form instruments by 
which goods and chattels are sold ; but as gt»ods an<l 
chattels are generally’’ transfen*ed and ]iass by d('li\('rv, 
bills of sale are little needed for the pur])ose of actual 
sale, and are generally used as securi tit's for tht' advanct' 
of money, the possession of the goods remaining with 
the original owner, and the grantee havdng thti right, in 
default of payment of interest or principal, to seize, st'II, 
and realise. Under these circumstances tlie legislature, 
in order to give notice of the real state of the owner- 
ship, has long required bills of sale to l)e registered ; 
and by a recent act, whicli purported to surround them 
with additional precautions, bills of sale when *luly 
registered were made to take tlie property out of tlu' 
operation of those clauses of tlie Bankruptcy Act which 
provide that goods left by the ti •uc owner in tlie 
possession and apparent order and disj^osition of the 
bankrupt, shall be treated as forming part of the debtor’s 
*is.sets for the benefit of genei’al ci'cditors. Tlie effect of 
tliis, coupled with otlici* circumstances, appeal's to ha^'t; 
been very unfortunate. Bills of sale liave multijiliisl 
enormously ; the precautions whicli it was sujiposi'd 
would secure needy persons against granting improvi- 
ent bills of sale, have operated in tlie contrary 
irection ; poor artisans have lieen victii'nised hy n 101103'^- 
endeis; and wholesale dealers and other ci'editors Iiave 
ound that the goods on which they relied as belonging 
> their debtor, and which in many cases the3'^ supplied 
lemselves on credit, were seized and carried off under the 
poweis of a bill of sale, the existence of wliich tliey did 
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not suspect- So diflicult is it to interfere successfully, 
or foresee the consequences of interference. 

Under these circumstances the legislature, by an Act 
45 «fe 4G Viet, ch- 43, passed in the session of 1882, after 
full discussion before select committees of both Houses, 
has, besides restoring the operation of the order and 
disposition ” clauses of the Bankruptcy Act, provided 
that no bill of sale is to convey after-acquired goods ; 
and that no bill of sale is to be given for any sum less 
than X30. It will be interesting to see whether these 
provisions prove to be effectual in protecting helpless 
persons, and in preventing fraudulent transactions ; 
whether they will be found to be open to evasion ; and 
whether they will hamper legitimate transactions. 


CHAPTER VII 

THE STATE SETTLES THE TERMS IN WHICH CONTRACTS 
SHALL BE MADE ; AND DETERMINES, STAMPS, AND 
ISSUES THE MEDIUM OF EXCHANC.E 


A FURTHER function of the state is to settle the terms 
in which trading transactions are carried on. It does 
this in two ways. Pirst, it prescribes cei’tain measures 
of weight and size in which the quantities of articles 
sold are to be described, and it gives the means of 
ascertaining that these measures are accurate. Secondly, 
it both determines, and stamps and issues, the money 
in which the value of all goods bought and sold is 
measured, and by means which, a-s a medium, tlitjy are 
exchanged. The utility of this function is obvious. 
In the simplest and rudest form of trading, one article 
would be exchanged against another, without any 
description or definition except such as would arise 
out of the direct impression made b3'^ the particular 
articles on the senses of the two parties. An apron- 
ful of com would be exchanged against an armful 
of meat, or against a hewn tree or stone ; but there 
would be nothing by which the quantities of any of 
these articles could be known, or by which, in the 

F 
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absence of the articles themselves, any of the parties 
could tell what he was giviii" or getting, Nor would 
there V)e any common measure of value to which each 
could be refciTed, The person possessing the corn, and 
wanting meat, wood, or stone, must wait until he could 
find a person possessing the requisite piece of meat, or 
of wood, or stone, and at the same time wanting corn, 
and then the two parties must come together and 
compare their respective articles by the use of their 
unassisted senses. 

Contrast tliis with the sale by the butcher of so 
man^'^ pounds of beef at so many pence a pound ; the 
pui'chase V)y the miller of so many bushels of wheat at 
so many shillings a bushel ; or by the builder of so many 
feet of timber at so many pence a foot. The facilities 
of dealing in the latter case as compared with the 
former are obvious. Hut these facilities would be 
impossible if we did not know accurately and univers' 
ally what was meant by a pound, and by a foot, and 
by bushel, and by a shilling, and by a penny : and in 
order tViat they may be accurately and universally known, 
they must bo determined in such a way that all persons 
must accept them, and this can only be done by the 
authority of the state. It has therefore been admitted 
in all civilised societies that the state must determine 
measures of weight, size, and value. 

The following passages ai^e an excellent illustration 
of the way in which barter of actual commodities 
becomes a commercial exchange with a common measure 
of value. They ai’e extracted from a chapter in Butler's 
Great Lane Land^ giving a vivid picture of the scene at 
one of the Hudson's Bay Company’s settlements when 
the Bed Indians come to exchange their skins and furs 
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cind peniuiican, for bljiiikots uiid Ix^juis, Cfuiis 
anuiiuiiition. He kjij's (p. 2S3) ; 

“ Mono}" values are entirel 3 ' unknown in these trades. 
The values t)f articles are computed ‘skins’; for 
instance, a horse will be reckoned at sixtj^ skins, and 
these sixt 3 ’' skins will be given thus : a gun, lifteen 
skins; a capote, ten skins; a blanket, ten skins; ball 
and powder, ten skins ; tobacco, i if teen skins, total 
sixt^*^ skins. The "Bull Krniine, or the Eour Jiears, or 
the Red r)a3d:>reak, or whatever ma^’’ be the brave's 
name, hands over the horse and gets in return a 
blanket, a gun, a capote, ball and powder, and tobacco. 
The term ‘ skin ’ is a \'cvy old one in the fur ti’ade ; 
the original standard, the beaver skin — or as it was 
called ‘the made beaver’ — was the medium of exchange, 
and evei’y other skin and article of trade was graduated 
upon the scale of the bea^'er ; thus a beaver or a skin 
was reckoned equivalent to one mink skin, one marten 
■v%as equal to two skins, one black fox twenty skins, 
and so on in the same manner, a blanket, a capote, a 
gun, or a kettle, had their ditrerent values in skins.” 

Tlien, after describing the scene in wliich the dealing 
takes place, he goes on : — 


it (J 


Sometimes when the stock of peinmican or rohes is 
small, tlie braves object to see their ‘pile’ go for a 
ittle ^ parcel of tea or sugai*. Tluj stee] 3 'ard and 

t'wi balance are their especial objects of dislike, 

hat for 3’’ou put on one side tea or sugar, and on 
le other a little bit of iron?’ they sa 3 '' ; ‘we don’t 
now whttt that medicine is. Rut look liere, put on one 
SK e of that thing that swings a bag of peminican, and put 
on the other side blankets and tea and sugar, and then 
when the two sides stop swinging, you take the bag of 
^inmican and we will take the blankets and tlie tea ; 

lat would be fair, for one side will be as big as the 
other. This is a very briglit idea on the part of the 

F 2 
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Eour Bears, and 
Eour Bears and 


elicits universal satisfaction all round, 
liis l>rethren are however a little bit 


put out of conceit when the trader observes, * Well, 
let it be as you say. We will make the balance swing 
level between the bag of pemmican and the blankets ; 
but we will carry out the idea still further. You will 
put your marten skins, and your otter and fisher skims 
on one si<Ic ; I will put against them on the other my 
blankets and 1113 '^ o^n and }>all and powder, then when 
both sides are level you will take the ball and powder 
and th(^ blankets, and T will take the marten and the 
rest of the fine furs.’ This proposition throws a new 
light upon the (juestion of weighing machines and 
steelyards, and after some little deliberation it is 
resolved to abide b^'' the old plan of lotting the white 
trader decide the weiglit himself in his own way, for 
it is clear that the steelyard is a great medicine which 
no brave can understand, and which can only be 
manipulated by a white medicine-man.” 


Weights an<l lileasures . — These are now determined 
uruler the authority of the Yi^eights and JVIeasures Act 
(1878, 41 and 42 Viet. chap. 49). In France, when 
they adopted their convenient decimal system, they 
emleavourcfl to found their ultimate standard on a 
natural and unconventional basis by taking as their 
metre a fraction of the circumference of the earth, 
and they deduced all other weights and measures 
from it, using a <lecimal system of division and multi- 
plication, But as a matter of fact any such natural 
basi.s is impracticable ; all ultimate standards must 
be arbitrary ; and the French metre is only a par- 
ticular pierce of rnetal duly marked, which is kept in 
Paris. The ultimate English standards consist of a 
bronze bar on which a yard is marked, and of a 
platinum p>ound weiglit, kept in the Standards depart- 
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input of t H(' Dom'd of Trrvdo. TJipsp «irp cjiIIpcJ tln^ 
iiiipprial stixndards, Im'omi this yard an<l pound four 
exact copies liave heeii made, of whicli one is ki^pt at 
the Mint, one at the Ro^^al Society, one at tlie ()hs(‘r- 
vatoiy at Greenwich, and one is inmuired in the wall of 
the Houses of Parliament. These are called the jjai’lia- 
mcntary standards. Other copies of the yard ami 
pound have been made from these, and are kept as 
practical standards for daily use at the lh>ard of Trade. 
From these two original measures, the 3’ard and tlie 
pound, all other legal woiglits and measures, whether 
the^^ denote weight, length, area, or capacity, are derived 
by comlhnation, multiplication and division. Stanclards 
of all such physical weights and measures as are us(h 1 in 
ti ade are made anil kept at the Hoard of Trade, and new 
ones are culded from time to time as the wants of trade 
alter. They are kept in an uflice in Palace Yard which 
was formerly part of the Ohl Palace at AV’^estniinster, 
and wliicli is not inappropriately dovot<Hl to wliat has 
from time immemorial been a royal function, 

I* rom these Hoard of Trade standards of ortlinary 
and measures, furthei* copies are iiuiile for local 
use by the authorities of towns and counties, and these 
local standards are from time to time \'erified liy com- 
parison with the Hoard of Trade stanc lards. Inspectors 

are appointed by the local author! tit^s for their respective 
districts, and it is their business to sec that the weights 
and measures used in trade are truthful and accurate, 

and for this purpose to compare them with the local 
standards. 


Every dealing in any article whicli is sold by weiglit 
or measure must bo made in one of tlie legalised 
standards. Every publication of the pi'ices of any such 
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articles must bo in tho like terms, and no weight or 
measure is allowed to be kept for use in trade which 
does not correspond in denomination with one of the 
legalised Board of Trade standards. 

I have said above that the universal knowledge and 
use of weights and measures within the country is an 
essential condition of their value, and a reason for 
giving to the state the power of determining them. 
Under the present circumstances of international trade 
this is not sulhcient, and a demand is arising for an 
international system of weights and measures. Most 
countries in Europe are adopting the French metric 
system. In this country the only step wo have taken in 
this direction is to allow persons to make use of the terms 
of the metric system in making contracts. But wo do 
not allow any physical metric weights and measures to 
be kept for use in trade. A merchant may contract 
to sell cloth or cotton by the metro instead of by the 
yard-; but he may not keep a metre in his .shop or 
warehouse by which to measure it. This is absurd 
and illogical enough. But so long as we retain 
our own system, with the great variety of actual 
weights and mea.sures founded on the pound and yard 
which the necessities of trade require, it would probably 
lead to great confusion and even to fraud, were we 
to add to the multitude of actual legal weights and 
measures now in use the further number which would 
be necessary in order to give practical effect to the 
metric system. So long as our system differs from that 
of our neighbours we are in a dilemma. Upon the 

difficulty of changing our system it is unnecessary 
to dilate. 

Gold fx/rui SHvev jS^Xoncy ^ — But the state not only 
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(iet'erniincs the terms in which the size anW wiML^ht of 
articles sold shall be described, it also stamps and 
issues mone}", and in so floing both detcnan ines the 
terms in which their value must bo stated, which, wIkmi 
60 stated, we know as price ; and sup2>lies, tlumi^li not 
at its own cost, the mcfliuin by means of which they 
are bought and st)ld. 

The following is tlie definition of mono)’^ given in 
Lord Liverpool’s Coins of the Realm^ and of the metals 
of which it is made ; 


“The money or coin of a country is the standaril 
measure by which the value t)f all things bought and 
sold is regulated and ascertaiiuid, and it is itself, at the 
same time, the value, or eijui valent, for \vliich goods are 
exchanged, and in which contracts are generally niafle 
payable. In this last respect, money, as a measure, 
difi’ers from all others, and to the combination of the 
two qualities before defined, whicli constitute the essence 
of nifuiey, tlic principal ditlicultics that attend it in 
speculation and practice, both as a measure and an 
equivalent, arc to be luscribed. These two qualities can 
never be brouglit pei’fectly to unite an<l agree ; for if 
money were a measure alone, and inaile, like all oilier 
meiLsures, of a material of little or no value, it w^ould 
not answer the purpose of an equivalent. And if it is 
made in order to answer tlu^ jmrpose of an equivalent, 
of a material of value, subject to fref|uent variations, 
according to the price at which such material sells at 
the market, it fails on that account in tlie quality of a 
standard or measure, and will not continue to Ixj per- 
fectly uniform and at all times the sam<\ Civilised 
nations have generally adopted gold and silver as the 
material of their money because these metals are costly 
and difficult to procure, little subject to variation in 
value, durable, divisible, and easily stamped or 
marked,” 
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Of the coins used in our currency the pound is the 
real standard of valu(% and ^old sovereigns are the only 
coin which is legal tender for debts exceeding forty 
sliil lings. The gold sovereign consists of a certain 
hxefl fraction of an ounce of pure gold with a certain 
quantity of alloy. The essential function of the Mint 
consists in sc(ung that its weight and purity are what 
the law rtMjuires, and in stamping and issuing it so that 
it may be known everywliere avS certified by the Govern- 
ment to possess these qualities. Deyond this the 
Goveriirnent <ioes nothin'.^ to determine its value, which 
is simply the value of that ((uantity of gold in the open 
market. We often hear tlie Mint price of gold spoken 
of, which is fixed 1 ) 3 ’^ law at ^.“5 17w. 10. Uf- an ounce, and 


this is apt to be confusing, since what we call 


“ prices ” 


generally vaiy with suppl 3 ’^ and demand. But b3'’ the 
Mint price of gold is only meant the quantity of sove- 
reigns and fractions of a sovereign into which the Mint 
di vi<les tlie gold which is brought to it for coinage ; and 
it is important to remember that by the shillings and 
pence which form part of the Mint jyrice are meant, not 
given quantities of silver or bi'onze, but the fractions of 
fi gold sovereign which are known by these names. 
The Mint jwicc of an ounce of gold thus means simply 
that an ounce in weight of gold is divided into three 
whole sovereigns and 
a gold sovereign. 

But we could not be sure that the gold sovereign 
would be of the value of the gold contained in it if the 
Government had the power to increase or diminish the 
([uantit 3 " of sovei’eigns coined at their own discretion, 
and thus to deterxnine what quantity of currency the 
people shall use. It is therefore made incumbent on 
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the jMint to coin all the ^^oUl which is l)it)iit;ht to it 
for coiiiajic, or wliieh conies to tlie same thin;;, to i;iv(' 
for all the gold which is lirought to it an etjuivalent 
quantity of gold coins. The quantity of coins in 
circulation must therefoi'o depend entiri^ly on the 
demand for them, and not on the action of the Govern- 
ment. If more coins fire needed, gold is brought to 
the Mint and turned into coins. Tf fewer coins are 
needed, existing sovereigns are melted ilown and ex- 
ported or otherwise used. The valium of tlu* coin must 
therefore be that of the gold used in nifiking it, with 
nothing added but tlie valui^ of the Government certifi- 
cate of its weiglit and purity. It is this self-ficting 
character of the Mint which is the great safeguard of 
the coinage. If it were in the power of the Gcivern- 
ment to refuse to coin, tlie 3 '^ would be fdile to ri'strict 
the coinage, find to add to its exchangefdile v;iluo. If 
they were alile to alter the quantit^^ and jnu’ity^ of the 
metal contained in tlie sovereign, they would bo able 
to depreciate its value, fis has in former times often 
been done. In either case tlie^’' would be able to de- 
range markets and alter existing contracts which are 
marie in terms of the pound. The self-acting character 
of the Alint operations reduces the function of Ihr; 
state in issuing money to that of a l erifier of weights 
find measures. 


Witli regard to the silver coinage the case is difierent. 
It is not a legal tender for more than 40.s', ; the; value of 
the coin mea.sured in gold is rather more than the 
value of the metal it contains. The Mint price of 
silver is 5s. 6rf. an ounce, in other words, for an ounce 
of pure silver the Mint gives G6c/. ; but the price of 
silver in the market is now about 52d an ounce, so 
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that the value of the shilling is considerably more than 
the market value c>f tlio silver of which it consists. 

The silver coins are not tlierefore a standard of value 
at all ; they an* a tokeai coinage, only used for small 
transactions ; and when a silver coin is spoken of as 
denoting the price of any article, what is meant by 
it is the fraction of the gold sovereign to which it 
corresponds- If we say that mutton is wortli a shilling 
a pound, we mean that a pound of mutton is worth 
one-twentieth of a gold sovereign ; if we say that 
wheat is a quarter, we mean that a quarter of 

wheat is worth two gold sovereigns and a half. Under 
this system the action of the Oovernment in respect of 
silver coins differs from its action in respect to gold coins. 
In the case of gold coins, tho Mint is obliged to coin 
all the gold which is Virought to it, or, which comes to 
the same thing, to give goUl coins for it — in short, to 
turn all the gold brought to it into gold coins. In the 
case of silver it is not under any sucli obligation, but 
it is bouiifl to make and give silver coin when demanded 
in return for gold coin, to give twenty shillings in silver 
for every gokl sovereign presented to it. 

The supply of silver coins needed for tho retail 
tlealings of the country is eiusily effected tli rough the 
banks. When they find that their customers want silver, 
they demand it through the Hank of England from 
th e INI in t, and pay for it in gold coin. They have no 
motive to ask for more than is really wanted by the 
country as silver currency ; for the silver in the coins 
would be worth less if melted down for use in the arts 
or for exportation than it is worth as silver coin. The 
Mint buy the silver needed to make the required coin and 
make a profit by the difference between the market value 


VII 


GOLD AND .SILVKR CTANDARDS 


of the silver and the price in ^eld j^iven ft a* il, lint 
as they only issue it in accordance with tin? dtanauds 
made for it by the bankers, tliey have no power to 
flood the market wdth silver coins or to depreciate its 
value. Their function is therefore really automatic 
in respect of silver as well as gold, and their real l)u.si- 
ncss is to verify the quality and quaixtity of the silver 
and to make and stamp the coins accordingly. 

In order that the Alint may perform its function of 
verifying the quality of the gold and silver used in 
coinage, there must be a standard of quality. This is 
found in certain pLates of gold and .silver — called the 
pyx — which are kept with other standards by tlie 
Board of Trade, and which ai'c produced annually on 
the trial of the pyx, when a jury of the Goldsmiths’ 
Company compare samples of the metal used by tlio 
Mint in coinage with the standard plates. These 
standard plates were formerly kept in a chapel opening 
into the cloisters of Westminster Abbey, called tlie 
Cliapel of the Pyx, in wliich the king’s treasures used 
to be stored, and on the door of Avhich Ls still to be 
seen a trace of the skin of a malefactor flayed alive 
for trying to rob the king’s treasury. The Board of 
Trade wished to hand tliis chapel over to tlie Dean and 
Chapter, within wlioso pi’ccincts it lies, but the late 
Dean Stanley characteristically refused to receive it 
on the ground tliat the retention of this interesting 
spot in the precincts of the Abbey by a department of 
the state which has to do witli the reguhitioii of traxJe 
Was a symbolic link in the relations of the state to 
the Church. 

Mrhat is true of silver is also generally true of the 
copper, or rather, the bronze, coinage. The metal 
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ernployed in tlie bronze coin is worth less than the 
fraction of the j^old sovereign which it is used to 
(‘xpress, and it is not a legal tender for more than 12c?. 
The Mint issues it from time to time in different 
districts, and contracts the issue when it is found to 
he superabundant. 

It will therefore be seen that gold is the sole ultimate 
measure of value in this country, and that its value as 
compared with other commodities is determined pre- 
cisely’^ in the same way as tb«at of other commodities, viz., 
by supply and demand ; in other words, it is the value 
which people will give for it. The .sole function of the 
(Government is to ascertain the quality and weight of 
tlie gold, and to give it a stamp denoting that quality 
aiifl weight. Other coins are measured in gold, and do 
not pass according to tlicir own intrinsic or market 
value ; tluy are tokens, not articles of commerce. The 
function of the Ot)vernment with respect to them is to 
supply any number for which the corresponding price 
in gold is given ; to verify the quantity and quality of 
the metal they contain ; and to stamp them accordingly. 

Jihnetallism , — As the question of bimetallism has 
been much discussed of late, it may he well to mention 
what is the meaning of it. It is obvious that the 
selection of gold as the standard of value is arbitrary. 
Most Tiations have selected either jrold or silver as their 
■ standard of value, and as tlie material for their princi- 
pal coins, heeau.se, as above noticed, these metals are 
scarce, .and therefore posse.ss a high value ; are easily 
divisible ; are readily .stamped and marked ; and are 
comparatively indestructible. Some nations have pre- 
ferred gold ; some have preferred silver ; some have 
taken both- England, after many years’ trial of both, 
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lias now for a century and more adopted gold as tlie 
sole standard of value ; and it has done so because it was 
found, that when both gold and silver were standards of 
v’^alue, and when both could be coined to an unliiniti'd 
extent, people preferred to pa^’' their debts in the metal 
which was for the time the cheaper, anti the dearer 
metal was exported. At that time there was no arrange- 
ment between nations for a common system of coinage or 
common measure of value nor was any such arrangement 
thought of as possible. 

The bimetallists say that sucli a system is now 
po.ssible, and that many nations, especially'’ those wliicli 
have silver tts a standaid of value, would be only too 
glad to join England in a system which would fix th(‘ 
relative values of gokl find silver, and make both 
metals equally the standard of value and the materials 
of coinage. They appear to argue that the value of 
the precious metals depends on tlie demand for them ; 
that the principal demand for them is foi* pui'poses 
of currency ; and that governments can therefore, in 
adopting them as curi'ency, do for thorn what they 
cannot do for other articles, viz. — ci'eate and i*egulatc 
the demand and fix tlieir relative value. Tlie advan- 
tages they propose fi'oni bimetallism are as follows : — 
First, that if wo could have the two precious metals as 
standards of value instead of one, the fluctuations of 
each would be neutralised, and the standai'd of value 
would be on the whole steadier than it is now. Secondly, 
that the scarcity and consequent rise in the value of 
gold, which under present cii’cumstances there is too 
much reason to apprehend, would be prevented if silver 
could be brought to the aid of gold. Thirdly, that the 
trade between gold-using countries and silvei*-U8ing coun- 
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trios would bo made much easier if they had a common 
standard of value, and if the fluctuations of value 
between silver and gold could be eliminated. The 
moncMnetal lists, on tlie other hand, urge the following 
arguments : — First, that the suggestecl arrangement 
between the nations is probably impracticable, and if 
made, could not be relied on. Secondly, that if such an 
arrangement could be made, it would at this time be 
suiciflal in England, which possesses an immense store 
of gold, and to wliich large debts in gold are now owing, 
to depreciate the value of her property and claims by a 
measure whicli must raise the present low value of 
silver as comj)ared with gol<l. Thirdly, and principally, 
tliat it would be impossible by any artificial law, 
municipal or inU*r national, to tie together gold and 
silver so that the value of the one measured by the other 
should never fluctuate. Tlie great merit of our present 
monometallic system of coinage, they say, is, that it is 
automatic ; that there is in it nothing arbitrary, nothing 
which depends on the action of governments ; that the 
value t)f gtjld is a matter of supply and demand, and 
that upon this value the wliole systt*ra is based, whereas 
under tlie bimetallic system an attempt is made to fix 
an ai’bitrary r€dation between the values of two metals 
which have no natural deptmdence on or connection with 
each other. Value, they say further, depends on the 
two factors of demand and supply, and admitting that 
governments may, in axlopting one or both of the metals 
as curi’ency, liave some control over the demand, the 
control they thus possess is very incomplete and imper- 
fect, whilst tliey have no control at all over the supply. 
The inonometallists ui*ge in addition that the appre- 
hended dangers of tlie monometallic system and advan- 
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tages of the bimetallic system are (.liiinerieal or 
exaggci cited j that a i*ise in tlie I'aliie of gold, if it 
takes place, or a fall in tlic 'value of sili’ei*, will cause 
no such change or inconvenience as is apprehemled : 
and that the inconveniences to trade arising from the 
use of two ditierent metals and from tluct nations in 
their value, are as nothing compared with the incon- 
veniences arising from other causes t)f iluctuation, 
such as the use of paper money, or the constantly 
lecurring changes in the supply and demaml of articles 
of commerce, inconveniences, to which tra<le must 
always be subject, and in spite of whicli it flourishes. 
Under these circumstances, say the monometallists, it 
ould be madness to change a system wliich has 
^^olked well, and is in accoi’dance with the theory on 
which our coinage is based j and as they ha^■e in 
addition to their arguments, the adv^antage of posses- 
sion, it is not likely at present, at an3’^ rate, that the 

advocates of bimetallism will make much way in this 
country. 

I aper Money . — A written or printed promise to pay, 
issued by a banker and pa3’^able on demand, will, if 
people trust the banker, perform many of the functions 
of money. It is ciiKJulated like the coins wliich it 
pioniises, and is received in payment of debts. Such 
papci money, as it is called, has been tlie subject of 
endless controversy. Whether it should be issued by 
uny one except tlie state or the agents of tlie .state; 
what should be the lowest sum for which it should he 
^ven ; whether it should in any case be inconvertible, 
whether any such paper should Ije allowed to circu- 
^•te for which the holder has not the right at any 
moment to claim payment in coin ; and whether con- 
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vertibility is n sufficient security against depreciation, 
and also against excessive issue, are questions, some of 
which are still unsettled. IBut all reasonable people are 
satisfitnl that no such paper money ought to be incon- 
va^rtible. To substitute for hard coin paper promises to 
pay, is a mode of I’aising money to whiclj nations in 
difficulties are not unfrequently driven. But, like all 
other attempts to make something out of nothing by 
operation of law, such a step is sure to cause loss, con- 
fusion, and inconvenience ; and all nations retrace it, 
often at considerable loss, as soon as they can afford to 
do SO- It is also, I think, generally admitted, at least 
in England, that the issue of paper money, especially if 
it is made a legal tender for the payment of debts, is a 
proper function of the state, and that if any profit 
is made by the issue it is a profit which should belong 
to the state. 

In England the issue of notes by bankers was long 
since limited, in order to pi'eserve the monopoly of the 
Bank of England, and since 1821, the lowest sum for 
which notes can be issued, whether by the Bank of 
England or others, has been limited to .£5. This limit- 
ation does not however extend to Scotland or Ireland. 
T1 le bank note cii'culation is now governed by Sir R. 
Peel’s celebrated Act of 1844, 7 «k 8 Viet. chap. 32.^ 
The principle on which these Acts were founded is that 
paper money should only be issued by the state or the 
agents of the state ; that paper money should not only 
be convertible, but that it should vary in quantity in 
the same nianner and proportions as the metal which it 
repi'esents ; and that for this purpose paper money 
should only be issued against actual bullion lying in the 
* lor the Scotch ami Iriah Acts, see 8 and 9 Viet, chaps. 37, 38. 
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hands of the issuer. Out of ret^ard Ra* t'xistin^ fai-ts 
and interests tliis theory 'vvas not strictly ap]jlie<i. 
Existing private hauliers wa're allowaal to csuitinne tluar 
previous amount of issues, but tlieir notes are not h^^al 
tender. The banking department and tiie issue depart- 
ment of tlie Rank of England were st^pai'ated. d’lu' 
Bank of Englaml, in consideration of a d(d>t due from 
the Government to the Bank, were authorised to issu(‘ 
notes to tlie extent of <£^14,000,000, since soniewdiat 
increased. This amount was taken as an amount Ijclow 
whicli the paper in circulation, had never, even in tim<\s 
of panic, been known to b(^ I’educed. I>(^yoml tliis tlit^ 
Bank must, for eveiy note they issue, liave gold or silver 
bullion ill their collers. Tliey are hound to give notes 
for all gold brought to them, paying fur it £,3 17.s*. [)(/. 
an ounce, instead of tlie Mint price of i;d 1 7.^. lO.GA, so 
as to remunerate them for the expense of the Issue ; 
and they aie bound to pay the notes in full whenever 

piesented. Tlieir notes are legal tender e\ei*ywJicro 
except at their own counters. 

The effect of this limitation of the paper cu!*i’eiicy on 
commercial dealings has been the subject of endless 
contioversy, and the A.ct has three tiiiu's lieen suspendeiJ, 
once in the crisis of 1847, once in that of 1857, and 
once again in 18GG. On all three occasions the issue 
epartment of tlie Bank placed at tlie disposal of tlie 
banking department .£2,000,000 of notes against the 
same sum in consols, though on two occasions tlic bank- 
dcpaitinent did not Gnd it necessary actual to use 
any of the excessive issue. On all tliose occasions the 
Buspensiori was successful in allaying panic. AVhat has 
happened before will no doubt happen again. If a 
commercial panic should recur in wliicli people are 

o 
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willing to trust JJaiik of England notes when they will 
trust no otluM’ form of credit, Bank of England notes 
will be created to meet the emergency, even if they 
operate only as a cordial, and not as solid food. 

But the controversy on the principles of the Act of 
1 (SI 1 has now slackened. Most economists, I believe, 
now think that whatever importance is to be attached 
to bank notes, and to their effect on prices and 
siK'culatio7i, and whether the principle of the Act of 
lS t-1 is souiul or not, and whether the whole operation 
is beneficial or not, the most effectual way of maintaining 
a i)roper reserv'e of coin, and of checking an efflux of 
gold which might lo*ad to insecurity and panic, is to be 
found in raising the ratc^ of interest for loans of iiioney 
in due ti nu', and in keeping that rate at a proper 
amount. How far the Bank of England, which at one 
tiiiKi was able to cf)ntrol the rate of interest, and vvdiose 


action is still looked upon its indicating what the i*ate 
of iiit(n(;st actually is, or is likely to be, or ought to be, 
will, in the fact* t>f its numerous competitor.s, be able to 
perform this useful function satisfactorily ; and, if it 
pt'ov'cs t(» l>e unable to do sf>, wdiat oi’ganisaticm should 
be substituted, are cpiestions of much interest. They 
ar<^ not entirely foreign to the subject of this treatise, 
but are too speculative and too difficult to be discussed 



for ij nrrciicy . — This chapter is not complete 
without pointing out the effect of growing population 
and business o7i tlie demand for currency. On the one 
hand, tlie enormous increase of purchases and of liired 
services tends to raise tlie demand for, and consequently 
to increase the value of, gold and silver. On the other 
hand, the ingenuity of modern triide is constantly 




<ic\ ising new substitutes for cusli. T'r;insfors of book 
Cl edits , bills of exchange j cheejues j telegraj)liic traiis- 
feis, transfers of stocks and securities ; all tlie various 
expedients for which our banking system affords 
facilities , render the use of cash almost unnecessary 
except in small and retail ti'ansactions, and thus clieck 


tlie increasofl demand for 
would othei’wise materially 
value. 


gold and 
derange 


sih'er coin which 
our standards of 


G 2 



CHAPTER VIII 


ACTION OP THE STATE WITH RESPECT TO MONOPOLIES 

AND PRICE 

I HAVE shown that the state takes a part in every 
trade transaction by compelling the parties to it to 
perform their bargains ; that it interferes farther to limit 
this compulsion and to put an end to the bargains in 
certain cases ; tViat it also prescribes the terms in which 
they shall be made. But having done this, the broad 
principle acted on in this country is that the state should 
leave the parties to themselves. It does not confine the 
sale of any article to any particular person, nor does 
it attempt to fix prices. On the contrary, it carefully 
avoids any attempt to create monopolies, and regards 
prices and values as matters which can only be regulated 
by demand and supply. 

This was not always so, nor is it so now in all foreign 
civilised countries. In former times there was an 
assize which fixed the price of bread and ale in England. 
The price of bread is or can still be fixed by law in 
France : and in many countries the governments still 
possess the monopoly of certain articles, such as salt, 
tobacco, and opium. 

In former times the government of this country also 
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claimed and exercised tlie ricrlit of restrict inj? Eiivintr 
and selling, by granting to particular persons monopolies 
of the sale of particular articles. The abuse of these 
grants reached such a pitch in the reign of Queen 
Elizabeth as to raise great difficulties between the 
Crown and the House of Commons, till the Queen, alive 
to the danger of the situation, withdrew the most 
obnoxious of her grants. In the reign of lier successor 
an Act was passed (21 James I. chap. M) declaring all 
such monopolies, to be void, except patents for new' 
inventions. Since that time neither the Gov’ernment nor 
Parliament has ever attempted itself to exercise, or to 
give to other persons by law’', an exclusive right of pro- 
ducing or selling anything, except in the case of patents, 
and of the somewhat similar case of copyright, to whicli 
further reference is made below. 

In abstaining from granting monopolies the state 
has also in general abstained from interfering wdth 
prices. In the cftse of labour there ai’c some exceptions 
to this general rule of abstention on the part of the 
state. Cab fares, watermen's fares, and pilotage rates, 
are determined by law, even w’hen the service is not a 
monopoly, on the ground of simple convenience. The 
advantages which might arise from the free competition 
of the open market are not sufficient to counterbalance 
the annoyance of standing in the street haggling with a 
cabman, or the grievance of outrageous demands h}’ a 
local pilot on an ignorant and helpless stranger. Put 
except in such cases as these, and of the special cases 
mentioned in Chapter X. where circumstances make 
monopoly inevitable, and where the consumer must con- 
sequently be protected against it, I am not aware of any 
case in which the state prescribes or interferes with the 
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price of an article sold in the ordinary course of trade. 
Supply and demand are left to determine values and 
prices. Competition between sellers, and the self- 
interest of buyers, insures a supply on reasonable 
terms. 

But there are, as I have said, exceptions, and I 
procctnl to consider them. 

in two of these instances, those namely of patents 
and of copyrights, monopolies (I use the word in no 
invidious sense) are purposely created by the state. In 
the third instance, that namely of certain joint-stock 
undertakings, the monopoly is an accident arising not 
out of the intention of the Legislature, but out of the 
circumstances of the case. 



CHAPTER IX 

PATENTS AND COPYHIOIIT 

Patents . — In the ca.se of patents, the of granting 

an exclusive right of inanufactui’c and sale was ex- 
pressly reserved to the crown by the statute :21 Janies I. 
chap. 3, which put an end to all other inonopelies. 

The prohibition of monopoly wliich is tli(‘ main objc'ct of 
the statute is not, under s. 0, to extend to “ any l(‘tt<*rs 
patent for fourteen years and under, for the soU; w'ork- 
ing and making of new manufactures to tlie true and 
first inventor, so that they be not contrary to law noi* 
mischievous to the State by raising piices of com- 
modities, or hurt of trade, or generally inconvenient.” 
The mode of exercising the prfu’ogative of gi‘anting 
patents is now I’egulated by various statutes, the prin- 
cipal of wliich is an Act of 1852 (15 and 10 Viet, 
chap. 83). Under these statutes the first term of 
fourteen years may in special cases be extended by the 

Privy Council for a term not exceeding fourteen years 

* 

bej'ond the termination of the original patent. 

There has been much controvei*sy in I'ecent years upon 
the principle of the patent lav\^ Many eminent persons 
have held, that in the present state of science jukI 
manufactures, an exclusive right to make anti sell any 
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new invention anrJ improvement operates as a cloj^ to 
prop^ress ; tliat in each manufacture it is well known at 
Ai'*f*n moinomt what are the improvements most 
necfled ; that hundrcfls of busy brains are at work to 
supply tlunn ; that it is ,a mere chance whether one 
pers(m oi- another is the, fii’st in the field ; *ind that to 
p^ive to A to-da^” an exclusive right for fourteen years to 
a thing which wouhl have discovered to-morrow, is 
unjust. They say further that continuous improvement 
in some large and important machine or process which 
is being made by the manufacturer, may be impeded or 
stopped, if a patentee has got exclusive possession of a 
single step or feature which is an essential, though only 
a small, part of the whole mtachine or process, and which 
the manufacturer, possibly himself ignorant of the 
patent, may ni^ver think of patenting liimself. 

On th(' oth(u* hand, no h'ss eminent men say, that 
without patents tliere would not be sufficient stimulus to 
invention ; they say further, that without patents tht^re 
w{>utd })e no sufficient motive for capitalists to take 
up and work a n(*v\' invention, which is apt to be 
flislikfsl, because it breaks in upon the practice of the 
ti'ade, and rendci's okl plant anfl old habits useless. So 
im{)ortant, say they, is this consideration, that if a new 
inventii>n were tlirown out into the street foi* anybody 
to pick up and use, it would be worth tlic while of the 
public to pick it up anrl make it the exclusive property 
of some oTif‘ p('ison in order to induce him to make the 
etTort necessary to bring it into use. They say farther 
that self-interest will always induce a patentee to spread 
the use of his patent as much as possible, and that, as a 
matter of fact, no improvements are really found to be 
hampered or prevented by the existing law, 
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ftp 


It 'would be interesting; in the face of tliese contliotinp; 
arguments, to see tlie patent law tcste<l in some one 
critical and important case ; such, for instance, as tliat 
of the electric light. If tJiere should be the litigation 
which has been threatened on this subject, and if it 
should prove that some important invention, such a.s 
the incandescent carbon lamp, is the exclusive property 
of some one of the spcculativ'e companies wlio are 
now competing wildly for the market, it will put the 
existing law to a severe test. 

But whichever of these two arguments is the better, 
there is no doubt that at the present moment the argu- 
ment which supports patents is tlie one wliich is in 
favour with the public ; and the improvements which 
are demanded in the patent law, and which will no 
doubt be effected, are, greater simplicity, and smallei* 
fees. Many would be glad to add greater secui’ity, by 
requiring the state to guarantee, when it grants the 
patent, either the utility, or tlie novelty, of the inven- 
tion, or both ; and thus to anticipate and prevent 
suVisequent litigation on these points before a court 
of law, which, they say, is not so constituted as to 
po.ssess any adequate knowledge of technical and scientific 
subjects. This however appears to be mori? than any 
government could pos.sibly undertake to do ; and the 
re.sult of attempting any sucli st<q) would probably 
be to mislead inventors, to select the wrong inven- 
tions, to reject what would be useful, and generally to 
hamper invention and trade. No government officials 
can be competent judges either of the value of an inven- 
tion, or, which is often equally difficult to determine, of 
its novelty. 

They who do not go this length wish to see the 
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tribunals whicli try patent cases improved by the 
addition of technical and scientific elements* 

It should be added that the patent law only extends 
to the United Kingdom. Each British colony has its 
own separate patent law, and there is at present no 
international arrangement on the subject of patents. 

Copyright^ or the exclusive right to make and sell 
copies, is now a creation of statutes, the effects of which 
will be found in Sir J. Fitz James Stephen's Digest 
attached to the report of the recent Copyright Commis- 
sion.^ Speaking generally, it is a right given by the state 
to authors and artists to prevent other persons during 
a certain fixed period from making copies and repetitions 
of their works, so as to give to the authors and artists 
all the profit that can be made by the exclusive sale of 
the copies of their works during that period. 

The controversies upon this subject have been endless, 
aiul arc not quite dead yet, one party claiming for the 
author an absolute, indefeasible, and perpetual right to 
control the reproduction or imitation of the products of 
his bicaiii ; the other party denying that any such right 
exists or ought to exist at all. I liave attempted to sum 
up these ai’guments in an article in the Fortnightly 
Revxeiv for December, 1878, and will not repeat them 
here. The state has in this, as in most other countries, 
cut the knot by giving the author the exclusive right of 
reproduction for a certain limited period. In England 
as regards books, it is either forty-two years from 
publication, or the life of the author and seven years 
afterwards, whichever is the longest. 

"With most European countries copyright treaties 
have been made under which our authors possess in those 

' See Pari Paper, c. 20.36, 1878. 
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countries, and the authors of tlu>se countries possess in 
our country, tlie same privileges in respect of copyriglit 
as the native authors possess. In making these treaties, 
English authors, or rather perhaps we sliould say, 
English copjnaght ownei's, have V)een allowcfl to retain 
as against their own books published with their own 
consent abroad, the same privilege of exclusion from this 
country which they possessed when all foreign editions 
were piracies. The result is, so far as I know, perfectly 
anomalous and unexampled in any other kind of trade. 
The manufacturer of an English ai'ticle of trade — for in 
this connection we must look on a book as a manufacture 


— is allowed to have, not only the exclusive production 
of his article, but two or more separate exclusive rights 


of production in different places, and to prevent what he 
produces himself at one place from being sold in another 
place. He is allowed to publish a cheap edition for the 
foreign market, and to keep that cheap edition out of 
the English market, which is reserved for the dear 


edition of the English publisher. If I g<> abroad I maj'^ 
buy English books published with the consent of the 
English author by M. Tauchnitz and others at a very 
moderate price j but I am liable to be treated as a 


criminal if I bring these books back into 1113'^ own 
country. Cheap English books abroad, dear liiiiglish 
books at home,” is the motto and result of this s3'stem. 


But the foreign European market for Englisli books 
is a comparative trifle. The really serious questions for 
English authors, and, I may add, indirectly, for English 
readers also, are those of copyright in the English 
Colonies and in the United States. Our English copy- 


right law extends in name to the whole of the empire, 


hut it has never been practically enforced in the English- 
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speak i II colonies. Those colonies liave always refused 
to take expensive English editions, and in one form or 
other have always had the benefit of cheap reprints. 
This has been much complained of ; but it is not surprising 
that a colonist who can Imy a clieap American reprint 
for a few cimts, sliould decline to pay thirty-one shillings 
for a new novel, or sixteen shillings for an English 
octavo. Th('re has consequently lieen a constant struggle, 


especially witli Canada, which has resulted in the estab- 
lishment of a separate copyright for. English books in 
that colony, under a special law passed for the purpose. 
The English author can now, besides possessing his 
imperial copyright, Talcat qrLantiim^ in Canada, obtain 
copyright in that country under a Canadian Act ; and 
he can, as in the case of books which he publishes in 
a foreign European country, exclude from England the 
(idition he publishes in Canaria. The author and the 
Canadian rt'ader get the benefit of the wider market and 
t he cheaper prices, but the native Englishman is excluded 
from them. 


Still more important is the market of the United 
States. That country has hitherto refused to enter into 
any copyright treaty at all. The great publishers of 
her ciistern cities have up to a recent period had the 
market in their own hands ; they liave reprinted English 
books, giving such remuneration as they pleased to the 
author ; and have by arrangement between themselves 
abstained from pirating from one another. Eut the 
Union grows rapidly, and with it the demand for, and 
the supply of books. Publishers have grown up in the 
western and southern cities who publish their own cheap 
editions of popular English books with as little regard 
to New York and Boston as New York and Boston have 
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hitherto pexid to P*xteriiostor liow. XI lo coiistMpuMioe is 
that the great eastern puhlisliers have recently’ fouiul 
their interest in promoting sonu‘ form of intiM'iiat ional 
copyright law whicli the^' should, whilst retaining tlu* 
privilege of re-manufaeturing Englisli hooks in America, 
be protected against western and soutliern piracies, and 
there has consequently been som(‘ talk of a copyright 
treaty on this basis. J5ut this talk has coni<‘ lo notliing, 
as indeed was to be expected, since it It‘ft out of account 
the most important interest of all, viz. tliat of tlie great 
American reading public. 

It cannot be too often or too strongly urged that the 
great obstacle to all ai'rangernents with our own colonies 
and with the United States, by wliich our autliors might 
reap the full benefit of an extended market, is the high 
price at which fir.st editions are {>ublished in this counti^y. 
A standard octavo volume, which costs pcrha}js about 
3 j?. in print, paper and binding,^ is published at 1 Gs. 
Till this practice of the trade is altered, Englisli-speaking 
communities across the Atlantic will refuse to put them- 
selves into the fetters of a copyright law. There are 
symptoms of better things. Many books, especially 
those having something of a scientific or educational 
character, are published, copyright or no copyright, at 
moderate prices on both sides the Atlantic, and clieap 
editions of popular works in this country are becoming 
earlier and more frequent. The time may come when a 
16s. octavo, or a 31s. novel, may appear as much out of 
date as the quartos in which our fathers and grandfathers 


* These were the figures, whicli, after careful iiujuiry, I laid 
hefore the Copyright Cunirnission ; and whieh, I believe, pi'csent 
a fair average of cost, though it is of course very difl’ereiit in 
different eases. 
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read ti u'ir first editions of ^farmion or of tlie Declhtc 
and FidJ. 

Tn (^very other branch of En^lisli trade and nianufac- 
tur(‘, tlu^ principle whicli lias led to sucli magnificent 
results both for manufacturer and consumer, is that of 
nunuu'ous (healings with small profits on <;ach dealing, and 
there is no reason why tlie same principle should not be 
<!(|ually tru(^ and ('ffective in the case of books. The 
Knglish-speaking and reatling community is enormous, 
and is growing as no other community grows. It 
ought to give to Knglish authors such remunercation 
as literature; has never yet received, and to readers 
lowei* jn ic(*s than have ever yet been paid for books, 
and it must be the fault of bad laws or bad haliits if 
tliis is not the case. In any future arrangements 
with our Colonies or with the United States, it is to be 
ho|)(!d that tliis great end may be kept in view, and 
that the difreient interests concerned, viz., the interests 
of autliors, of publishers, and of the reading public 
in both count I’ies, may all and each receive full and 
tail’ consif leration ; and that no one of these interests, 
l(*ast (d' all that of the readers in this country, may be 
sacrifit;tMl to the inter(‘st, rtuil oi* supposed, of any other 
class. That they are really the same at bottom, and 
that the inter<‘sts of all will be best consul t(‘d by the 
utmost possiljle freedom compatible with a copyright 
law, I fully believe. 



CHAPTER X 


ACTION OF THE STATE IN THE MATTER OF 
UNDERTAKINGS WHICH ARE TOTAL OH 
MONOPOLIES 


CERTAIN 


PARTIAL 


There is a lai'ge and constant inci'casing class of 
industrial undertakings, possessing privileges wliich giv'o 
them more or less the character of inonoplies, and 
which thus call for special regulation by the state. It 
IS a matter of speculative intei’est to ascertain what 
these undertakings are, and wliat are the characteristics 
which the3' possess in common, so that we ma^’^ be able 


to recognise and define them. It is a matter of mei'e 
practical interest to examine what steps have been taken 
the state to I'ogulate them, and witli what success. 

General Ouiraeler of these U'lidertakinys .^ — It would 
be difficult and probably fruitless to atUuiipt to deter- 
mine the character of tliese undertakings a priori 
or by way of deduction. The more satisfactoiy plan 
is to take the several undertakings in detail, to ascei tain 
their several characteristics, and then to examine tlie 
manner in which they have been dealt with. 

The following is a tolerably complete list of these 
undertakings : — Harbours and natui'al navigations, 
canals, docks, lighthouses, roads, bridges and ferries, 
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railways, tramways, gasworks, waterworks, the post- 
otlice, and telegraplis. 

In some of tlieso, docks, railways, gasworks, and 
telegraphs, comp(^tition has been attempted ; whilst 
othei’s have been monopolies from their commencement. 

Hut in none of them has competition proved to be 
completely successful. It is of gieat importance that 
this point sliould be kept stejulily iii view, since it is 
only in tlK)se cases which compt^tition cannot fully 
regulate, and so far as competition does not regulate 
th(*in, that the netnl for special state interference is felt. 

Is tluu’e, then, any general charactei’istic by which 
these undertakings, or otluu-s of a similar kind, may be 
recognised and distinguished from undertakings which 
are governed by the ordinary law of competition. 

ft is not hirge cajntdf., for thougli most of them 
require large capital, some gas and water companies, 
which are complete monopolies, ha\'e ciipitals of not 
moi'o than two or three thousand pounds * whilst other 
enterprises, with (uiorinous capitals, c.y., banks, insurance 
oil ices, sliipping companies, are not monopolies. 

It is not positive luiv, for few of them have a mono- 
poly expressly granted or confirmed by law; and in 
most, if not all, of the cases where such a monopoly 
happens to have been .so granted or confirmed, it would 
have existed without such grant or confirmation. 

They all agree in ^^t^ppl gi^uj necessaries. Dut this alone 
is no test, for butchers and bakers .supply necessaries. 

IVIost, if not all, of them have exclusive possession c/r 
(occupation oj' (pertain peculiarly Javo\trahle jyortions of 
land., — e.(j..i docks, of tlie rivei'-side ; gas and water com- 
panies, of the streets. But this is only true in a 
limited sense of such undertakings as the post-otiice. 
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t4?legraplis, or even of roads and railways ; and a luiin', 

a quarry, or a Rslieiy, lias eiiually possossioii of specially 

favouml sites witliout generally ..r neeessarily lieooniing 
a monopoly. ^ 

Tlie article or convenience suiipliiMl by tlunn is huuih 
and Ciinnot be fli.ssevered from the j)oss(‘ssion or usin' of 
the land or premises occupied by tlie iindertakiiiir. Tlu* 
undertaking doe.s not produce an article to 1 k‘ carried 
away and sold in a distant market, but a convmiimice in 
the u.se of the undertaking itself, as in the case of 
haibouis, roads, railways, post-ollice, an<I telegrajihs ; 
oi an article sold and userl on the spot where it iij 
pi educed, as in tlie case of gas and water. 

Again, in most of these cases the convenience afforded 
or article produced is one which can l>o increaxful aioiost 

without proportionate increase of the 
Original plant ; so that to set uj) a ri\'al .scliemc is an 
extravagant waste of caiiital. 

There is also in sumo of these undertakings, and 
notoriously in the cases of the post-oltice, of teh^graphs, 
and of railways, another consideration, viz., the jiara- 
inount impoi'tanco of cfirfnlnfy and hannonions 
f'(i7i(/emertt. In the ease of ino.st industries — c.y. in 
that of a baker — it wiiuld be (»asier to know what to 
do if theie were one instead of several to choose from ; 
lut tliis consideration is in such a case not paramount 
to eon.siderations of cheapness. In the case of tlie 
post office and telegraplis, certainty and harmony are 
le pai amount considerations. The inconvenience would 
extreme if we liad to consider and choose the mode 
of conveyance every time a letter is despatclietl, or if a 

^ sent from any one station could not Ijc 

despatclied to all other stations. 

H 
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The following tlien appear to be tlie characteristics 
of undertakings wliicli tend to become monopolies : — 

1. What they supply is a necessary. 

'2. They occupy peculiarly favoured spots or lines of 
land. 


Th(^ article 
the place where 


oi‘ convenience they supply is used at 
and in connection with the plant or 


machinery by which it is supplied 


1. This artich^ or convenience can in general be 


largely, if not 
tionatt^ increase* 
b. I^ertainty 


iiulefinitely increased, without propor- 
in plant and capital. 

and harm on it ms arrangement, which 


can only he attained by unity, are paramount con- 
siderations. 


of (leaf tffjj 7vifh them . — The above conclusions are 
neitlier as clear nor an complete as could be wished. 


And though iiRert'sting in a speculative point of view, 
th<*y do not l(‘ad immediately to any important pi'cactical 
constMpience. Hut the further question in what manner 
these undertakings are dealt with — in what manner — 


that is to say — tht^ staU^ endeavoui’s to counter/ict the 
ev'ils of monopoly or privilege, is a question of great 
practical interest, and one with which we are directly 
conctu’ned here. 


There are two great alternatives. 

(1.) Ownership and management by priv'ate entcr- 
l>ris(; and capital under regulation by the state. 

(2.) Ownership and manageinent by Government, 
central or local. 


In the former T include all cases in which those who 
undtirtake the work derive personal gain from capital 
which they invest in it ; and in the latter all cases, 
whether of management by the central government, by 
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municipal bodies, by local boards, or by public trusts <ir 
commissions, generally elective, in wliicli no private 
capital is invested, except by way of loan, and no 
profit made by individuals. 

Before entering in any detail upon the examination 
of these two alternatives, it will be inter(‘sting to see 
how they have been regarded b^^ competent authoiities 
in this country and in France respectively. The follow- 
ing are Mr. Mill s observations on this subject {PolUival 
Economy^ vol, ii. chap. xi. s. 11 j ■ — 


“The third exception which T shall notice to the 
doctrine that govei'iiment cannot manage the affairs of 
individuals as well as the indivitiuals themselxe.s, has 
leference to the great class of cases in wliicli the indi- 
viduals can only manage the concern by delegated agency, 
and in wliich the .so-called privatt^ management is, in 
point of fact, hardly better entitled to be called manage- 
ment by the persons interested, than administration Tw 
a public otUcer, M^hatever, if left to spontaneous 
agency, can only be done Ijy j<jint-stock associations, 
will often be as well, and sometimes better done, as far 
as the actual work is concerned, by the state. Govern- 
ment management is, indeed, proverbially jobbing, 
careless and inellective ; but so likewise has generally 
jeen joint-.stock management. The director.s of a joint- 
stock company, it is true, are always shareholders ; but 
also the members of a government are invariably tax- 
payeis , and in the case of directoi's, no moi'e than in 
tliat of governments, is their proportional share of the 
benefits of good management, equal to the interest tliey 
may possibly have in ini.s-management, even without 
reckoning the interest of their case. It may be ob- 
jec , that the shareholders, in their collective 
cfiar^ter, exercise a certain control over the directoi-s, 
and have almost always full power to remove tliem from 
o ICC. Tactically, howevei*, tlio difficulty of exerci.siiig 
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this powei* is found to ho so ^roafc, that it is hardly ever 
('xereis(*d (woopt in easf's of sueli fiai^ivintly unskilful, 
oi', at ]('ast, unsuccessful inana^enient, as would gener- 
ally ju'odiux* th(i {'jection fi'oin othce of managers 
ap])oiTit(*d })y the governinent. Against tlie security 
ail'ordcul by ine(‘tings of sliaroholders, and by their 
individual inspection and impiiries, may be placed tlie 
great (‘r pul)licity and nioi-e active fliscussion and com- 
nu'iit, to lie (w j)(*ct<*(l in free countries with regard to 
affairs in which the general government takes part. 
The d(*fects, tl)(M’(‘ff)r<% of governnKuit management, flo 
not s(H‘m to b(^ n{'C{*ssaril 3 " much greater, if necessarily 
gr('at(U' at all, than thos(‘ of manag(unent In' joint-stock. 

“ Th(‘ triu; reasons in favour of leaving to voluntaiy 
asso(!iations all such things as the\' art* competent to 
peifonn, would t^xist. in e<|ual strength if it were certain 
that th(‘ wf)rk its(‘]f would l)e as well or better tione b}’’ 
public ofiicers, Thtvse rt*asons havt* been ali’ead^' pointetl 
out : tlie mischit'f of f)verloading tlie chief functionaries 
of govern men t witli demands on their attention, and 
divert ing thtun from duties which they alone can dis- 
charge, to objects which can be sufliciently well attained 
without tluun : tlie dang<*r of unnecessaril v swidling tht* 
direct power and indirect intliumce of government, and 
multi plying occasions of collisions betwetui its agents and 
privatii citizens; and the still greater inexjiediency of 
concentrating in a dominant bureaucraty, all the skill 
and experienc(i in the managenumt of large interests, 
and .all the power of organised action, existing in tlie 
community'^ : a practice wliich keeps tlio citizens in a 
relaticin to tlie government like that of children to 
their guarflians, and is a rn.ain cause of the inferior 
cajiacity for j political life which has liitherto character- 
is(‘d the over governed countries of tlie Continent, 
wlu'ther witli or without the forms of representative 
government. 

“ But altliougli, for these reasons, most things which 
are likely to Vie even toleraVily done V>y voluntary associ- 
ations, should, generally speaking, be left to them, it 
does not follow tliat tiie iiianiier in which those associ- 
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atioiis perform their work sJioiild ht* entirely uiieuiit rolled 
by the govermneiit. There are many east's in whieh 
the agency, of wliatever nature, by whieh a service is 
performetl, is certain, fi’om the nature of tlu^ ease, to 
bt* virtually' sin^^le ; in whieh a ])raetical monopoly, witli 
all the power it confers of taxiiiLj (he community, cannot 
be preventetl from existing,'. T have alrt'ady more tlian 
once adverted to the case t)f tlit' ^as anti ^^■at^'r com- 
panies, among which, thtuigh j)ei ft'ct fret'dom is allowed 
tt> competition, none really takes plac(‘, and pi'actically 
they are fountl to be even intjre irit'sptmsible anti un- 
approachable by indivithial complaints than the 
government. There are the expenses without the 
advantages of plurality of agency ; and tlie charge 
made for services which cannot be tiispensed with, is, 
in substance, tjuitt' as much ct>jnpulsory taxation as if 
imjKxsed l>y law : there are few householtlei's who make 
any tlistinctitjn between their ‘water rate’ and their 
other Itjcal taxes. ]n the case of thest? jiarticular stu'- 
vices the reasons prept>ntlerate in favt)ur of their being 
peiformed, like the paving and cleansing of the stieets, 
not certainly by the general government of the state, 
but 1)3^^ the municipal authoi'ities of the town, and the 
expense defrayed as even now it iii fact is 1)3'^ a local 
rate. But in the nian3' analogous cases wliicli it is best 
to resign to voluntary agenc3’', the community neerls some 
other security for the fit 2)erformance of the service than 
the interest of the managers ; and it is part of tlie 
government eitlier to subject the business to rcasoiiaVde 
conditions for the general advantage, or to ]*(*tain such 
power over it that the profits of the monopol3'’ may at 
least be obtained for the public. 'J'his applies to the 
case of a road, a canal, or a railway. These are alwa3’^s, 
in a great degree, practical monojiolies ; and a govern- 
ment which concedes such monopoly unreservedly to a 
jii’ivate company, does much the same thing as if it 
allowed an individual or an association to levy any tax 
they chose for their own benefit on all the malt pro- 
duced in the country, or on all the cotton imported into 
it. X’o make tlie concession for a limited time is gene- 
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rally justifiable, on the principle which justifies patents 
for inventions ; but the state should eitlier reserve to 
itself a reversionary property in such public works, or 
siiould retain, and freely exercise, the right of fixing a 
inaxiinmn of fares aiKl charges, atid from time to time, 
valuing that maximum. Tt is perhaps necessary to re- 
mark, that tlie state may be the proprietor of canals or 
railways without itself working them ; and that they 
will almost always be better worked by means of a 
company rejiting the railway or canal for a limited 
periofl from the state.” 


Tl 1 C following is an extract from an article on mono- 
polies in the Krcnch Dictioihiinire cV ICconomie Politifjuc. 
(CorpieJin et Guillaumin, Paris, 1854, vol. ii., art. 
J/erio/;o/ies, p. 224) : — 


“ Tn France the initiative and direction of these 
works (i,r„ harbours, internal navigations, i‘oads, bridges, 
railways) belongs to tlic central authority, acting by 
means of a numerous and expensive body, the en- 
gineers of roads and bridges {i'tifjc'tiiears des ponts el 
cha^issl'cs^. IMost of the great cliannels of communica- 
tion are established at the cost of the public, according 
to the schemes or designs of these engineering officials ; 
the schemes which are started independently of them 
are subjected to their control ; and it scarcely ever 
happens that such schemes are accepted by the authori- 
ties against their advice. The result of this nffjime is, 
that in rt'spect of works of this character the spirit of 
enterprise is wholly discouraged, and that sctarccly any- 
thing is accomplishefi except at the instance and by the 
impulse of the body of official engineers, an impulse 
which, for reasons which we have given under the title 
‘ Fonctionnaires,’ is incomparalily less powerful and less 
fertile than that of free industry. Thus, none of the 
great improvements in artificial channels of communica- 
tion or in means of transport which have been intro- 
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duced within the last fifty 3'oars, have oti^inaled in 
France — macadam isat ion of roads, railroads, locomo- 
tives, suspension bridges, steamljoats, etc., all are the 
work of the free and independent engineers of Kngland 
or America. The monopoU^ of our official ouigineers is 
as little ad.'ipted to improve anfl utilise inventions as to 
start them. And although our country is one of those 
in which industry is most highly developed, and in 
which a multiplicity of the most ])erfect channels of 
communication — c.//., of railwa3's — is the most neces- 
saiy, we have remained in this respect far behind 
the United States, England, Belgium, itc. A further 
result of the French system is that the channels of 
communication are distributed over the country without 
any real proportion to the wants of its several districts, 
and that their expense, instead of being supported, as 
in England, l)y tolls levied on tliose who use them, and 
in proportion to the use tliey make of tlicm, falls, with- 
out reference to the service rendered, on all contributors 
alike.” 


It is obvious that the two writers h.ave been iniluenced 
in the above observations by the diffei'cnt modes in 
which these enterprises have l>een developed in the 
two countries. The English philosoplicr has been struck 
by the evils arising from the English practice of 
granting unrestricted monopolies to private pei'sons. 
The French writer, on tlie other hand, has been more 
alive to the want of enterprise wliich has followed upon 
the French practice of leaving such undertakings to be 
originated by government. The observations of Vjoth 
writers are undoubtedly just, each from his own point 
of view ; and any consideration of the subject is im- 
perfect wliich does not take both elements into full 
consideration. 

Shortly stated, the following are the arguments in 
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favour of government or public management, and they 
are no <U>ubt ext rcunely strtuig : — 

1. Joint-stock management, as IMr- jMill points out, 
has by no means the advantages in energy and self- 
inl('i'(*st over public government wliicli enterprises 


manag('(l l)y indiv'iduals liave. 

*2. Tliere is greater unity in management and certainty 
in us(*. 


J. Tlie public gc^t the benefit of any profit, either in 
ri'duction of pi’ice or in relief of taxation ; consequently 
the interc'sts of the producei’s and ccuisumers are the 
sariH^, and there is not tlie same temptation either to 


(ixcessive charges or t(j needless investment of capital, 
as there is in the case of joint-stock companies. 

On thf^ other haiifl, we must not forgot that if joint- 
stoerk companies have some of the disadvantages, they 
havti also some of the acl vantages of government manage- 


merit. The chairman and oflicer.s of soriio of the great 
joint-stock companies hav^e a prifle in the well-doing of 
their undertaking similar to tliat of a public adrninis- 
ti'atoi*, or a z(‘alous town clerk. Again, government 
management is proverbially sluggisli, and is open to 
parliamentary and rMunici|)al jobbing. It is also liable 
to be influenced by sentiment and impulse rather than 
by a cool consideration of the wants to bo supplied, 
and thus is not unlikely to select wrong fields for its 


energy. 

Jiut a far more important aigunieiit against com- 
mitting all these undertakings to government is, that 
capital will finrl its own way and do what is wanted ; 
and government, whether general or local, will not. 

Th is i.s pi'incipally due to the activity which individ- 
uals display in seeking their own profit as compared 
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with the sluggishness of pul)lic governing bodies. To 
this action of individual interest special circumstances 
have in the course of the last and the present centuries 
largely contributed. Tl»e history of personal rights and 
property has, as Sir H. S. Maim? tells us, been one of 
constant development, and in eai'litM' periods of our 
history, the connnuiiity, as conij>ared with the individual, 
pla^’^ed a larger part than at present. Accor<hngly, tlie 
earliest of tlie undertakings we arc speaking of, 
the maintenance and impi'ovement of oui' natural 
harbours and navigations, and the oldest of our roa<ls 
and bridges, were originally managed by public bodies. 
Towards the end of last century and the beginning of 
this, various circumstances contributed to eflect a 
change. In public opinion, and in the eye of the law, 
the weight attached to pei‘sonal 1‘ights liad V>ecome 
greater. Political economy taught the superior energy 
of individual enterprise. Capital accumulated and was 
seeking investment. Our law.s of partnership, too, 
were altered, so as to enable the capital of many 
individuals to be united for a single purpo.se. Arifl, 
lastly, engineering science mtuio gigantic strides, an<l 
opened out the way for industrial undertakings such 
as the world had never .seen before. Hence, for the 
last hundred year.s, tlie current lias set in the 
direction of private enterprise, and by this means the 
country has been supplied with necessarie.s and con- 
veniences which puljlic management would never have 
afforded. 


Of late there has been .somewhat of a reaction ; there 
IS now a disposition to strengthen and improve local 
and municipal institutions, and to invest them with 
wider functions. It seems probable, too, that tlii-s 
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movement will increase. But it w'ill be long before it 
does for us what private enterprise has done and is 
doing. 

There are too, certain enterprises for ^vhich it is 
peculiarly unfitted, enterprises namely which involve 
scientific experiment, and which depend for their 
financial success upon the results of those experiments. 
Such enterprises are necessarily speculative, and it is 
undesirable for many obvious reasons that a Govern- 
ment, wlicthcr of a country or of a town should embark 
upon them. A government ouglit not to seek excessive 
profit, or run the risk of serious loss. A government 
is, from the nature of its organization, peculiarly un- 
fitted to display the flexibility and the fficility of 
resource nccessaiy for successful experiments. The 
failure of a speculation in the liands of private persons 
is a mere private loss. The failure of a speculation in 
the hands of a government is an injury to its character. 
For these reasons it is not desirable that a government, 
whether geneial or local, should take upon itself any 
<lescription of trade, manufacture, or service, until 
the process to 1x3 employed has been ascertained by 
experience, and until the financial success of the under- 
taking and tlie conditions under which it can be carried 
on are determined and known. 

Whilst, liowcver, private enterprise havS done so 
much for us, it must be admitted that there has been 
little thought or foresight about the ultimate results of 
the huge monopolies we have been creating. The few 
conditions by which Parliament has sought to restrict 
them have often been useless, and, occasionally, woi'so 
than useless. 

These general observations will be best illustrated 
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and supported by .a glance at tlie history’ of tlie several 
undertakings to which we liave referred. 

1. JIarhottrs a^id JVafitrfjf jyavf(/afio7ifi.—'Thc improve- 
ment of these were among tlie first of large 2 ^^d)Iic 
works. They originated before the era of joint-stock 
companies, and, with the excejition of a few small 
harbours owned by large landowners, are, anrl alwa 3 's 
have been, in the hands of some public bofl}^ f.c., cither 
of a municipal corporation, or a j^ulilic trust, or com- 
mission, and not of profit-making comjmnies. 

An evil of considerable magnitude has arisen in cases 
where the public body exercising this power is no 
longer the representative of the tratle which uses the 
harbour, as for instance, where the town of Liivei'pool 
owned the Liverpool docks. In such cases the locality’’ 
is too apt to tax the trade of the country for its own 
benefit. Hut even in cases such .as these, the .sea- 
greatest of free traders — generally limits the growth of 
the evil. If taxes are too high at one port, ships can, 

in most cases, seek another. 

2. Canals . — Tliese were amongst the first products of 
the new engineering eia, and have been, and now ai'e, 
almost entirely in the haiid.s of joint-stock companies. 
Tliey have, however, been generally superseded or 
swallowed up by railways, and are now of compara- 
tively little importance. Hut for this we shouhl 
probably have heard many complaints of their profits 
and charges. 

At the present moment there is a movement in their 
favour, and an attempt to set them up again as rivals 
to railways. For certain classes of goods where speed 
is of no importance they may yet be useful ; and 
they have the advantage of being roads on whicli all 
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carriers can compete. But the total inadequacy of the 
existing canal s3^steJn to the present traffic of the 
count r\' ; tluj difKculty of extending it* and the iinpossi- 
hilit^" of cariying upon it with the speed which modern 
trade requires — not to mention the fact that half the ex- 
isting canals are in tlie hands of railway companies — all 
ix'iidei' it impossible to l<jok to the s^’^stem of internal 
canals as nioi'tj than a subsidiary mode of conve^'ance. 

.L Dockn were also an earl^'^ product of the engineer- 
ing (‘ra, and, c<)iis(s|uently, tlie^'^ were often made in the 
first instanct^ b^'’ pri\’^ate capital. From the limited 
arcja in I'ach [lort available for docks, the^'^ are often, so 
far as the port itself is concerned, complete monopolies. 
But the sea, as we have said, is the greatest of free 
trad(M's. The rivalry of other ports generally'’ prevents 
an^'^ vei y bad eff(‘ct from a dock monopoly'’, and rouses the 
trade of tlie port to put a stop to it when it liecomes 
oppressive. Bartly for this I'easririj and partly Viecause 
it has been found that rivalry in tlu^ same port between 
competing dock and harbour authorities creates con- 
fusion, difliculty^ quarrels and expense, whilst liar- 
moiiious arrangement is of paramount importance to 
trade, the tentlcnc^'^ for tlic^ last twenty years has been 
to band o\er the management aiul construction of dock.s 
to local trusts rc'presenting tlui whole interests of the 
poi t and making no profit. Thus docks made by 
piiv'ato companies at Sunderland, Biverpool, and Birken- 
head, have been in late 3'ears banded over to public 
ti lists , %vhilst at Newcastle and Shields, at Glasgow and 
Greenock, at Dundee, Leith, Belfast, and Abei’deen, 
and other ports, docks recently made have been con- 
structed and are managed by public bodies representing 
the dock ratepa^'ers. 



X 


LICHTHOUSKS— ROADS 


itm 


4. Liffhthouaes have in)\v, for si)nH* years, hetMi niailr 
b}” the governments of all civilise<l countries. Dut in 
England, which Mas the first to build tliem, inan^’^ of 
them M'ere originally granted by the Crowui to private^ 
persons with power to take tolls : and it is only since 
1830 that the lighthouses so granted have been bought 
up and placed under puljlic control. Even tlu* 

coasts of Turke^'^ are lighted b^’^ a French joint-stock 
company, and there are complaints t>f its charges and of 
the profits it is said to be making. 

On the proper mode of managing lighthouses there is 
little to be said. It is .admitted on all hands that tliey 
must be in the hands of .a central authorit^g and ought 
not to be a matter of profit to |)rivate persons. 
Whether they should l)e paid for in the shape of tolls 
on ships, or by the public exche(iu(*r, does not seem to 
be a question raising any important issue of economical 
principle. In both cases they are paid for more or less 
directlj'^ by the general consumer ; in the one case, 
through the medium of freights — in the other, more 
directly by general taxation. The former plan has the 
pr.actical advantage of afFoi’ding a good test of tlie 
value of any proposed new works, in the Mullingness or 
unwillingness of the shipping interest, who are the 
immediate payer.s, to saddle them.selves with the neces- 
sary tolls. 

5. Hoads . — These M’^ere originally made by the local 
authority, -i.e., by the parish. I3ut unfler the demand 
for channels of through communication to be used by 
wheeled vehicles, and with the engineering improve- 
ments of the last century, the .system of turnpike trusts 
grew up, a system under M'liich private capital was 
obtained in the shape of loans secured upon tolls, and 
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the management placed in the hands of a body of 
trustees, partly public, partly private. The tendency 
of late years has been to do away with this system — to 
improve highway boards — to place the whole of the 
roads under their management — to abolish turnpike 
tolls, and to pay expenses out of rates. The importance 
of turnpike trusts is diminishing yearly — partly for the 
above reason, partly on account of the transfer of 
through traffic to railways. The number of turnpike 
trusts, in England and Wales, according to the last 
published return,' was 248 ; their income X218,478, and 
their capital debt X58 1,080 — a mere flea-bite compared 
with joint-stock company capital — and annually de- 
creasing. 

Tlu! mileage of roads in England and Wales main- 
tained out of rates is 115,773; the income <£1,929,310, 
and the expenditure £1,895,001.2 

Under these circumstances the management of roads 
calls for no special observation. Turnpike tolls are a 
nuisance ; but they are in a fair way to be abolished, 
and all the roads in the kingdom are likely soon to be 
in the hands of local authorities and supported by 
local rates. One effect of the change seems likely to 
be that tlie old turnpike roads or through channels of 
traffic will be le.ss well kept up than they were under 
the old system, whilst the more local roads and cross 
roads, in which the local managers are interested, will 
be improved. 

6. Bridges a^id Ferries , — These form part of roads, 
and have been similarly dealt with, except in certain 
special cases, such as the bridges over the Thames 

* Par). Paper, C. — 2966 of 1881. 

« Pai l. l»aper, C. — 3274 of 1882. 
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whicli, as we know, have been originally built by 
private enterprise on the security of tolls, and which 
are now gradually being bought up by public bodies. 
It is not likely that many more bridges will be con- 
structed on this principle. Dut if they are, it is 
obviousl^'^ desirable that the concession shoultl be for a 
limited term, and that in no case should it be accom- 
panied, as lias too often been tlie case, with a pi'ohibition 
to set up another bridge or feri'y within a certain 
distance, which, of course, has the effect of conferring a 
strict legal monopoly. 

7. liailivayH, — These have all been made since the 
setting in of the engineering and joint-stock era, and 
are in the hands of joint-stock companies. They are 
the great example, for good and for evil, of the joint- 
stock sy.stem. The subject of railways alone, if ex- 
haustively treated, would far exceed the limits of this 
treatise. It is so important that I have made it the 
subject of a separate chapter,^ and only refer to it here. 

8. Trarmuays , — These are almost a comparatively new 
enterprise, and the legislature in dealing with this 
subject has had the benefit of tlie experience of the 
difficulties which have been felt in the case of railway 


and gas and water companies. Uy the Oeneral '1 ram- 
ways Act,^ 1870, Parliament gave to tlie municipal 
authorities facilities for constructing tramways them- 


selves, in priority to companies, and for charging tlie 
expenses on rates ; whilst it also subjected the con- 
cessions which might be made to tramway companies to 
new and unprecedented conditions. 

In the first place, the conces.sion is not to be made to 
a company if the municipal authority chooses to under- 
* See Chap. XU. - 33 & 34 Viet. e. 7H, 
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take the work ; and then only with the consent of the 
municipal authority, and under such conditions as it 
may impose. When the tramway is opened, if it is not 
so work(‘d as to give the public the full benefit of it, 
licences to use it on jmyment of certain tolls may be 
granted to other persons b}’^ the Board of Trade. When 
the promoting company have had the use of the tram- 
way for twenty-one years, the municipal authority may 
purchase it at the then actual value of the permanent 
j)lant, without any payment in respect of profits or 
compensation for compulsory sale, such value to be fixed 
by a Government referee. 

According to tlie Parliamentary return for 1881 ^ 
the total number of tramway undertakings author- 
ised under this act is 122. Tlie capital authorised 
is <£10,900,575, the capital expended £0,939,285, 
and th{^ numVier of miles open 488. Tlie number of 


tliese undertakings made by municipal authorities is 24, 
with an autliorised capital of £1,787,402 and an 
expended capital of £1,075,080. The number made by 
joinhstock companit^s is 98, witli an authorised capital 
of £9,119,113, and an expended capital of £5,804,152. 
This shows how active private capital is in promoting 
new undertakings when compared with representative 


govtjrning bodies. 

9. Gas- Works . — The case of gas supply is peculiar, since 
gas manufacture Inos reached a higli state of develop- 
ment and success ; and the complete effect of the 
attempts Parliament has made to control the monopoly 
is better seen than in cases where profits are still small. 
In many cases the dividends have become so large that 
the public are painfully aware of the conflict of intere.st 

^ Pari. Paper, 404 of 1881. 
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between tlieinselves ami the shaieholdeiH ; and, on the 
othei hand, in certain lai*i^e places, j)rudent nuniicipali- 

tics ha\ e made a ^ood tinny for the I’atepayei's out of 
the supply of gas. 

There is one case — viz., ^Manchester — in which the 
gas-works have been originally established ]}y the 
municipality, and there may be others, *i'here are 
many cases in which works oi'iginally estaVilislied by a 
company have been subse(.piently bought by the munici- 
pality, and these cases are on tlie increase ; but how few 
they are, in comparison to the cases of gas-works still 
owned by companies, may be seen from the following 
figures. The total number of gas companies in l^jjigland 
and Wales, according to the Parliamentary retm n * 
of 1881, is 330, with an aggregate authorised cajiital of 
about X 11,500,000. In the metropolis there art* four 
gas companies, with a capital of 1:13,000,000.2 JJesides 
these, there are a certain number of jmblic gas works in 
the hands of private persons ; and against this number 
of private entei’prises there are 13G cases in wdiich the 
municipal authority is the owner of the gas-wtjrks. 

The liistory of gas supply is so insti-uctive tliat it is 
worth while t<j give some details concerning it. AVlien 
gas was first introduced the manufacture was a m>v'elty 
ami a risk ; and even now it is an expensive thing to 
establisli gas-works where the pojiulation is small ami 
scattered. J3ut the manufacture improves, and costs 
less and le.ss in proportion to the supply as it gets larger ; 
whilst, as population grow.s, there is an increaseiJ 
demand. Oonsecjuently, prices which are just when the 
*^^**^^* hegins become too lai'ge after a few yeai*s, <ind 

Pari. Puptii- ru.'i of ISSl. 

l*ai l. J*aper of I8S2. 
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then begins a struggle between the consumers and the 
companies. In London an attempt was made to meet 
this by competition ; and for some years the streets 
weie pulled up by rival companies endeavouring to out- 
bid (^ach oth(‘r. This was found to be sucli a nuisance 
that IjondoTi was “districted ” between the companies b^^ 
Act of Parliament, thus giving cacli of them a legal 
monopol}". The districts allotted to the several com- 
panies were determined, not so much by the wants of 
the town as l)y the circumstances of the companies ; and 
the consecjuence is that there has been until lately an 
extravai£ant division and distribution of manufacture 
aiul supply. Amalgamation has however been encouraged 
by recent legislation, and in London there are, or shortl 3 ^ 
will be, only two great companies, one north and the 
other south of the Thames. 

Under tlie General Act of 1847,^ there are no pro- 
visions for testing the power and quality of gas supplied 
to the consumer ; those contained in tlie London Act of 
18G0,^ provcxl ineflectual ; and more effectual provisions 
were introduced, by the Act of 18G8,^ and subsequent 
Acts. Tliis is a mattc»r in which the difficulty is of a 
technical rather than of a financial or economical char- 
acter, and the attempts to meet it have been attended 
with some succe.ss. This is more than can be said of 
most of the attempts which have been made to control 
price. Until recently the main, and almost the only, 
condition on which tlio legislature has relied for pre- 
venting the public from being placed at the mercy 
of the gas companies was its favourite panacea of 
limiting profits. It was provided by the General Act 

^ 10 & 11 Viet. cap. 15. 

23 & 24 Viet. cap. 125. ^ 31 & 32 Viet. cap. 125. 



X 


GAS-WORKS 


concerning gas companies that each company was to ho 
satisfied witli a 10 per cent, dividend, besides nuikiiig 
up past dividends to 10 per cent., and setting aside a 
reserve fund to secure future dividends at tlie same 
late, and that if any company di\'ided more tlian tliis 
amount of profit, a court of justice migltt I’etluct* tlie 
price of gas to sucli an amount as would bring down their 
profits to tlie above limit. 

Now, in tlie first place, to suppose that any court of 
justice can constitute itself a judge of the price whicli 
will produce a certain profit and no more, is al)sur<l * 
and the more elaborate provisions of some of tlie recent 
Tjondon gas acts, which entru.sted this delicate ojioration 
to more competent hands, have proved a failure also. 
No Government Department, or scientific conimission 
appointed by Government, can undertake to say to a 
manufacturer, “ At such and such a price 3 '^ou can manu- 
facture an article whicli shall produce you exactly'' 10 
per cent, dividend — no more, and no less.'' To do this 
1 equii es all the knowledge, skill, and constant experi- 
ence of the manufacturer himself ; and no one but him- 
self can tell what capital he needs, what expenses he 
must incur, and what economies lie can practise. 

But further, the principle of limitation of dividend is 
in itself faulty. So long as the charge is not too high, 
the public have no interest in the reduction of dividend. 
Their interest is in the reduction of price, which is a 
totally different thing. If the consumer can get his 
gas at 2s. instead of 4s. per 1000 cubic feet, he is not 
the less benefited if the shareholder at the same time 
gets 20 per cent, instead of 10 per cent. Tlie fallacy 
lies in supposing that wliat is taken from the share- 
holder necessarily goes into the pocket of the consumer. 

1 2 
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It does no such thing ; it is probaldy wasted in staff 
and otlier eas}" extravagances, winch the company have 
no motive whatever for reducing. Indeed one of the 
worst consefjiumces of tlui system is, that it takes away 
from the manufacturer (wlio it is to be remembered is a 
monopolist) his last and only inducement to improve- 
ment and economy. It leads not onl^^ to extravagance 
in current exj><ms('s, but to an extra ^'agant waste of 
capital. The shareholder having an easy and safe 10 
])('r cent, on his original shares, is naturally anxiou.s to 
invest moi'e money on so good a security, and is only 
too glad if lie can find an excuse for a further outlay. 
Parliament, it is true, gives now oidy 7 per cent, on 
fi'esh capital, and pretends to ascertain b^" investigation 
before a select committc'o whether more capital is 
wanted. This, again, is a (juestion which neither a 
committ(‘(! nor a department of government can satis- 
factorily dett*rmine. No one but the manufacturer 

V-* 

himself can say with any certainty how much capital lie 
n(*eds ; and Parliament, pre.ssed b^^ the argument that, 
if the company is not allowed to invest more capital 
tlio town will not be lighted, cannot help giving to a 
conniany the powei' of investing large sums wliicli might 
well be spared, and the interest of which becomes a 
totally unnecessary charge on consumers of gas. 

In fact, in this Parliamentary limitation of dividend 
and capital we have gone on a perfectly wrong tack and 
have involved oui’selves in a maze of absurdities. 
Coupled with tlie statutory price of gas, it really 
operat(‘s as a guarantee to the companies of an easy 
10 per cent, dividend. 

Hut Parliament was not content with this encourage- 
ment to extravagance. In its anxiety to regulate the 
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internal financial ct*nccrns of the coinp'anies, wliidi lla^y 
were perfectly able to manage for themselv'es, it rcfiuired 
them to offer all new capital to tiie existing sliareheUIers 
at par. As the capital witli a safe 10 per cent, dividend 
was worth twice its nominal amount, this was in effect 
giving to the shareliolders out of the pockets of the 
consumers ,£200 for each £100 of new capital which 
they provided, and of course opei-atod as an inducement 
to them to spend as jnuch new capital as possible. It 
is scarcely'’ possible that State interference could liave 
been more mischievous. 

These abuses have to some extent been modified, 
if not put an end to, by recent legislation. As 
legards profits, a sliding sc.ale of price and divi<JeiKl 
has been adopted, under wliich, starting from a given 
point of price an<l dividend, the gas com 2 ')ai lies are 
enabled for every penny jier tliousiind feet }>y which 
they i educe the pi‘ice of ga.s, to aild a tjuarttu* pm* 
cent, to their dividend, so as to divide any additional 
profit they may make between tlie companies and their 
consumers. Tliis plan not only giv'es the consumer a 
shaie in increased profits, but also giv^es tlie companies 

a motive for economy. It has been adopted in London 
and in many other towns. 

As legards capital, gas companies coming to Parlia- 
ment foi power to raise money are retjuired to put up 
to auction all the fresh capital they require, so that any 
premium upon the shares goes into the plant and 

stock of the company, and not into tlie pockets of the 
shareholders. ^ 

Loth of these provisions seem to have worked well. 

le sliding scale is adopted in fifty-two, the auction 
clauses in 104, places. Both are adopted in London. 
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As T have already stated, a still more complete 
solution of the gas difficulty has been found in several 
large towns, where the town councils have either made 
or purchased the gas-works. In Manchester, where they 
have for many years owned the gas-works, the result is, 
that after supplying good gas at a cheap rate they have, 
and have long had, a surplus of from =£40,000 to X50,000 
a year, with which they have effected all the recent 
numerous and expensive improvements in the town, 
besides paying a large part of the cost of their still 
more expensiv^e water-w'orks. In the twenty years 
ending with 1870 they had, after paying the current 
expenses of gas manufacture and supply, made more 
than a million of surplus profits* This mode of dealing 
with the question has received countenance from recent 
general legislation. By the Public Health Act urban 
authorities are authorised to supply gas, though only in 
places where there is no existing gas company. 

10. Electric hiijlitirig . — On this subject it is too early 
yet to speak of results. But .some important principles 
have been established by the Act passed last session (45 
ik- 40 Viet. ch. 50). It has been determined by that 
Act that gas companies have no monopoly and no 
priority in respect of light, but only in respect of gas ; 

and it is evident that the competition to which they are 

* 

now exposed is already producing its effects in the im- 
provement of gas. It luus further been determined that 
municipalities .shall have the priority in providing 
electricity if they choose to do it themselves ; that they 
.shall have a veto on the seven years’ licences which the 
Board of Trade are enabled, with their con.sent, to grant 
to private companies, and that when they refuse their 
assent, concessions to companies can only be made by 
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provisional ordor of (lio Hoard of ^’radt* voiifii'ni('<l Itv 
Parliament. A still more impoitant provision is one 
(s, 27) which, following the precedent of tlie Tram wavs 
Act, provides that after tw('ntv-<>iH‘ years tin* local 
authority of the disti ict may purchaser the nndertakini; 
compulsorily on the terms of jiayiTi^- to tlie comjiany the 
then valiu' of all land, huihlini^s, and j>hint, helonpjinij^ 
to the company, at tluur then markc't valiu', hax'iii!.^ 
regard to their condition and their suitahilitv to 
the purpose of the undertaking, hut without- anv 
adflition for compulsory purchase, goodwill, or future 
profits. ■ 

This is a case in which tlie enterprise is still of a 
speculative ami <'xperinK*ntal character ; ;ind thtuefort*, if 
the remarks made in an eai’lier part <jf this chapt<*r art' 
sountl, it is not out; which it is tlesirahle for muiiicijial 
governments to take into tluui' own hantls oi’ to manipu- 
late themselves. If tlit'y tlo .so, they run the risk of 
discrediting both the enterprise itself and tlit^ chai'acter 
of local govei’iiment. ^V]lether they become in ff>rm 
the undertakers, and then employ pi’ivate companies to 
undci'takc the speculation untlei’ their contj’ol, or allow 
private comjjanies to becointj tlie undertakers themselves, 
it is pi'etty cei'tain that the real pioneering must be 
done by privaUi capital, and that the gov(?rning bodies 
of the towns will not become the nmnufacturers <jf 
electricity till the process is better understood than it is 
now. Iji making arrangements with tlie companies the 
final interest of the public will in any case be protected 
by the ultimate power to huy up tlie monopoly, and it is 
to the interest of the public that the companies should 
make a fair profit in the meantime. Indeed the exist- 
ence of gas, and the competition with it, is of itself 
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sufTicient to prevent for the present any excessive and 
exorbitant price hein^ fleinanded for electric li^htincr. 

11. Suppli /. — In many respects this is like gas 

supply. Out water difTers in being even more neces- 
sar}’^, in being more difticult to procure, and in rerjuiring 
gr('at(’r outlay, with less profit, as the demand increa.scs. 
1 he supply also requires greater precautions to prev'cnt 
waste^prccautions which it is difficult to intrust to a 
private company. Undci* these circumstances, recently 
establislied water companies, though not unprofitable, 
have been Jess profitable tlian gas companies j and their 
difTerences with the consumer have related to deficiency 
and impurity in the supply as much as to price. 
Probably none of them, certainly none of the London 
compani(\s, pa 3 ’’ 10 per cent, on recent investments. 

Under those cii’cumstances, the number of municipali- 
ties wliich have supplied themselves with water is 
grt'ator than in the case of gas. Tlie number of water 
companies in the United Ivingdom, exclusive of London, 
as given in the published list some ^’’ears since was 
about 120, with a capital of between X7, 000, 000, and 

000, 000. In London there arc eight companies with 
a capital of more than XI 2,000,000. On the other 
hand, there are many •'undertakings in the hands of 
municipal authorities j and these ai’c to be found in 

many of tlie largest towns, e.^., Liverpool, Mfinchester, 
ami Glasgow. 

Tlie regulations to which Parliament has subjected 
water companies ^ are almost the same as in the case of 


gas. 


As regards limitation of profits, the conditions are 


* Water-works Clauses Act, 10 & 11 Viet. c. 17. 
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procisoly the same ; hut tlieir ultimate ('fleet is not so 
well seen, because the limit has seldom }>e(m reached. 

It IS needless to refer to the well-known case of th(> 
London water companies and tlie attempt to purchase 
them. It is a "ood illustration of the evil of an un- 
limited concession of a nionopol 3 ^ necessary of life 

to a private compaii 3 % r>f the dillicultv of retracin*: 

false steps. 

In this case, still more than in that of gas, it is 

impoi'tant for the health of the people that the suppl}^ 

should be in tlie hands of a bod^^^ which can ha\'e no 

motive for restricting it ; wiiich does not seek profit 

fiom it, which can enfoi’ce I’ules fcji* pl■e^'enting waste, 

and wliich can draw up(jn other funds, if tlie expense of 
supplj^ is large. 

Parliament lias conse(juentl 3 ’^ the Public Health 
Act, 1875, given to local authoriti(‘s am])l(* powers to sup- 
ply watei* t(j the inhaliitants of their district, not only 
hen there is no water compaii}’’, but wherci the sujipl^' 
by an existing company is improper or insuflicient. 

12. I ost-Office and, Tel pjjrapJis. — TJiis, wliich is a most 
sti iking instance of a trading government monopoly", is 

so important that I have made it the subject <jf a 
separate chapter.^ 

Conclusions. — From the above notice of these several 

undertakings, we may draw tlie following conclusions of 
fact ; — 

(1-) That in an earlier state of society', the under- 
takings of which we are speaking were generally'' 
established and maintained by some public governing 
boeij'^, whether of the country generally, of the districts 
Or interests concerned, 

' See Chap. XI. 
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(2.) That at later period private capital and enter- 
prise came to the assistance of Government, and did, and 
still do, what Government never could or would have 
done. 

(3.) That at a later period still, the e^dls arising from 
placing these undertakings, which must be to some ex- 
tent monopolies, in the hands of private companies, has 
been felt ; and that there is a tendency again to place 
many of them in the hands of some public body — central 
or local. 

(4.) That whilst harbours, natural navigations, many 
docks, roads, and bridges, a few gas-works, some water- 
works, the post-office, and telegraphs, are now in the 
hands of the State or of local govwning bodies, many 
docks, all railways, most tramways, and most gas and 
water-works, are in the hands of pidvate companies ; 
and further, that the capital invested in these private 
undertakings amounts probably to XI, 000,000, 000. 

(5.) That there are many points in which the interests 
of these; companies arc at variance with those of the 
public ; and that the conditions which the state has 
imposed on them for the purpose of preventing their 
monopoly from being injurious to the public are still 
tentative ; that these remedies have often prov^ed in- 
adequate, and sometimes mischievous ; and that whilst 
it is right and necessary to impose some restrictions 
on them, yet without great caution and wLsdom such 
restrictions are likely to be injurious to the public as 
well as to the companies. 

(6.) That the endeavour to get local authorities to 
undertake these works themselves, and where conces- 
sions are made to private companies to limit them in 
point of t-inie, as has been done in the case of tramways 
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and elect ric thou;]jli as yet expei iinent al only, 

is a hopeful experiment. 

The above considcratioTis arc economical. There is 


one other consideration of j^reat‘ importance, but of 
importance in a political rather tlian in an economical 
point of view, viz., the effect wliich would bo producefi 
on the politiciil morals of the count ly, of a town, or of a 
district, if the patronage and otliei' opportunities foi- 
jobbing involved in tlie management of large {)ublic 
works were placerl in tlie hands of its governing Ijod}'. 
Some evils might thus arise. Uut most, if not all, of 
the services in question will be renderofl to the |)ublic, 
and in public, .and every defect in the service will be 
promptly noticed and complained of. There is nothing 
like plent^"^ of work and full publicity for preventing 
jobbery and keeping administration sound and pure. 
On the other liand, also, there is a .sc*rious political evil 
to Ije apprehended from the growing influence of the 
great joint-stock company interest in Pailiament and in 
local governing boards. This evil is, if I’cport sp{*aks 
truth, a very serious one in America. In this counti-y 
it is a.s yet not much felt, except in the combined I’esist- 
ance wliich the companies make to any .alteration of the 
law which affects themselves. But the success and 


ability with which they can do tliis is, coiisitlering the 


ever-widening sphere of their operations, 
itself, and if they should ever turn 


a irreat (;vil in 
tludr powerful 


organisation to a political purpo.se, it would become a 
national calamity. 


Other Cases of Government Supply . — Tlie above are 
not the only cases in which the State, as represented 
by local public bodies, has undertaken to supply corn- 
n^ofbties which are generally left to piavate cuterprisQ, 
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By a variety of acts passed within the last thirty 
years municipal authorities are enabled under various 
conditions and restrictions to provide libraries and 
museums, markets, slaughter-houses, baths and work- 
houses, an<l even in some cases dwelling-liouses for 
artisans and labourers. It is therefore on the whole 
clear that if it ever was a principle of English legisla- 
tion tliat governing bodies are not to become makers 
or sellers of commodities, that principle must now be 
adopted with large reservations. Where profit can be 
made sufiicient to tempt private capital to embark in 
the business, and where competition can be relied on to 
prevent the evils of monopoly, it is as true as ever that 
the public is best served by keeping the tirade in private 
hands ; but where these conditions are not to be found, 
and wliere the matter is of such a kind that a public 
governing body can properly manage it, experience 
and analogy show that there is no a. priori or absolute 
objection to the state, whetlier in the form of the 
central government or of a local authority, acting as 
a trader itself. 



CHAPTER XI 


POST-OFF ICI-: 


The Post-Office is the great instance of a trading 
operation done hy tlie government for the public, and 
the success it has achieved is constantly appealed to by 
those who advocate the assumption by government of 
other trading operations. 

History ,^ — There appears to have been nothing in the 
nature of a public post till the reign of Cliarles I. In 
that reign posts from Eondon to the north, llie east, and 
the west, were establislied under the charge of a Post- 
master-General, and a monopoly of carrying letters was 
claimed by the Crown. This claim was at first disputed, 
but was afterwards confirmed by the House of Commons ; 
and the enterprise of the Common Council of London, 
who in 1G49 set up a mail post in opposition to tliat of 
the government, was promptl 3 ’^ suppressed. At first the 
Postmaster-General was allowed to make what profit he 
could after paying the expenses, the charges for letters 
being fixed ; afterwards the ofiice was farmed, and it 
was not till the end of the eighteenth century that the 
practice of farming came entirely to an end. In 1G83 

Tor a summary of the liistory of tlie Post-Office, see the first 
report of tho Postmaster-General presented to Parliament in 185.5. 
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a penny post for London Wtis established by one Robert 
array, and assigned by him to one AVilliani Dockwra. 
It met witli some success, and was seized by the 
government as an infringement of their monopoly. In 
the liands of tlie government it became tlie well-known 
twopenny p<)st, whicli existed as a st*parate department 
of the Post-OlHce until 1854. T1 le net le venue arising 
from tlu^ pr(jfits of the Post-OlHce, whicli in 1G83 had 
been conferred on tlie Duke of York, was in 1685 settled 
on the Iving ; and w'as then estimated to amount to 


jCG 5,000 a year. In 1720 the cross posts of the country 
were farmed to one Ralpli Allen of J5ath, the original of 


Fi(‘lding’s Sijuire All worth}', who much improved them, 


and made a large fortune by the undertaking. In 1784 
a further improvement was effected by sending the 
hitters in well appointed mail coaches, instead of by the 


miscellaneous and untrustworthy messengers to whom 
they had been previously intrusted. Tliis improvement 
was duo to the suggestion of IVIr. Palmer, of Rath, and 


to the sagacity of Mr. Pitt, wlio overruled the opposition 
of the Post-Othce. To Mr. Palmer was committed the 


carrying out of his plan, which he did with great ability 
and with much success, so far as concerned the public in- 
terest. As regarded himself the success was not so great, 
for he seems to have been deprived by the government 
of a large part of the consideration which they had pro- 
mised him. Various other improvements, including the 
carriage of the mails liy railway, were from time to time 
made by the Post-Office authorities, and in 1840 the 
greatest improvement of all, viz. the uniform Penny 
Postage, was adopted on the suggt'stion of Sir Rowland 
Hill. The later history of the Post-Office is one of con- 
stant improvement, extension, and assumption of new 
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functions. The railway, tlie steams} up, an<l th<‘ tele- 
^rapli luive come in aid of its ojicrations, and it lias not 
been slow to avail itself of these powerful auxiliaries. 
Its ubitjuitous machinery has lent itself easily to simple 
mone^’^ dealings, and it lias thus been able, tt) supplement 
tlie Vianks of the wealth^'’ by acting as lianker for the 

poor. Tlie following is a brief outline of its pi’csent 
functions. 

CfUrriuije of hetterti . — TJio details of tliis ser\’ice will 
be found in the (fnide and in the reports of 

the Postmaster-General. Here it will bo sufHcient 
to refer to the reduction of charge ; tlie exttmsitjn of 
Po.st-Otlices j the increase in collections and (h‘l ivories ; 
the establishment of pillar post.s ’ the establishinent of 
letter-boxes in tlie postal vans on railwa^’^s ; the assimi- 
lation of postage and receipt .stamps ; the registi’ation 
of letters ; the institution of and improvements in post- 
car<ls ; the newspaper and book -post ; and the interna- 
tional postal union, which extends many of these bene- 
fits to communication witli tlie rest of tlie woi’ld ; as 
illustration of the continued activity of the department. 

A.S an indication of the growth of thi.s part of the 
business, it may be mentioned that in 1839, before the 
establishment of the penny post, the number of letters 
sent per head of the population was 3 ; in 1840, just 
after its introduction, 7; in 1872 it had become 28; 
and in 1882 it was 35. ^ The actual number of letters 
sent was, in 1850, 347,009,071, or 13 per head of 
population; in 1800, 500,002,000, or 19 per head; 
in 1870, 847,000,000, or 27 per head; in 1880, 

1,170,423,000, or 34 per head ; besides which in 
1880 there were 122,884,000 po.stcards. 

See 28th Report of Postmaster-General (c, 3324, p. 1 ). 
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Tlic following figures from the postal statistics of 
foreign countries show tliat the people of England avail 
themselves of the public post more tlian twice as much 
as do the people of the most forward of foreign 
countries : — 


Letters sent 


United Ivingdom 1, 1 7G, 42.’hG00 
France 524,GJ80,300 


Number jjer liead 
uf populatiun. 


34 


(Jerinany 731,7o5,000 1 IG 

Holland 54,732,000 13 

United States S78,4GS,700 | 17 

i 

r 


J*arceh — This is a great development of the cai-ry- 

ing functions of tlie Post-Oflico, and is important, not 
only on account of the immediate facilities which it will 
afford the public, but because it brings the postal system 
into much (doser communication and liarmony with the 
railway system of the couiitiy. The details of the plan 
are not yet in a sufliciently forward state to be made 
public, but it is obvious that tliey must render necessary 
a very large development both of carriage for the Post- 
Oflice by railway, and also of the subsidiary means of 
collection and distribution which the Post-Ofiice now 
employs. The nearest railway station must become far 
more than ever the postal centre of the district, and the 
collection and delivery of 71b. parcels will ov^ertask the 
powers of walking postmen. 

The sanction of Parliament was given to this new 
development by the Act 4 5 and 46 Viet. ch. 74, and the 
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chief features of the scheme wliidi it sancti 
tollows : — 


ions are as 


The rates of postage and weigl.ts of paicels arc 


to be 


For an Inland Parcel of a weight 


Hate of postage. 


Not exceeding lib. 

Exceeding lib. and not exceeding :?ll>s. 
Exceeding 3 lbs. and not exceeding 5 lbs. 
Exceefling 51b.s. and not exceeding Tibs. 


:^cL 
ikl. 
9fZ. 
1 .S'. 


Power is reserved to make from time to time any 

alteration in these rates wl.ich tlie interest of the public 
niay require. 

thmilf deliver 

lem at the radway-station, and has power to send an 

tfr^e •" companies are 

eive e parcels and to carry them hy any train 

y which parcels are convej-ed, and to proi ide means 

for sorting them in the train. The Postinaster-Ger;:; 

gross reco- railway companies -Jltlis of his 

he Railway Clearing House and distributeil by them 

roSrof J companies in proportion to the 

is n^o f companies for parcel traffic. Provision 

i” by the act, and 

foi referring drsputos to arbitration. 

but thr,’^ I't "" "’“""P«’y conferred on the Post-Office ; 

their own'^illLmit r 

unt IS expressly reserved. TJie first 


K 
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effect of the proposed arrangement has consequently 
been that some of tlie railway companies have them- 
selves reduced their own charges for carrying parcels. 

As soon as the Inland Parcels Post is established^ 
it will be worked in connection with the International 
Parcels Post which is now in operation. This will 
enable parcels to be posted from any part of the 
United Ivingdom to every other country in Europe 
except Hussia, and to Egjq)! and Asiatic Turkey. 

Teleyrajyhs , — These were first established by private 
companies, and tlie government bought them up in 
1870. The capital of the debt incurred for this purpose 
amounts to XI 0,880,571, and the interest upon it to 

X32G,417. 

Tliere can be no doubt that the price thus paid 
was a heavy one. There have also been heavy charges 
for improvements and extensions of the service,^ but 
the telegrams sent have increased from 9,850,177, or 
•3 per head of the population in 1870, to 31,345,861, 
or '9 per head in 1881 ; and the income, XI, 630, 000, is 
now equal to the expenditure, XI, 366,000, with the 
addition of the interest on the debt incurred for 
purchase. The number of private messages is about 
three for each four persons in the United Kingdom, and 
the proportion of telegrams to letters is as 1 to 44. 
In E ranee the proportion of telegrams to letters is as 
1 to 29 ; in Belgium 1 to 24 ; in Holland 1 to 22 ; and 
in Switzerland 1 to 23. But the proportion of tele- 
grams to population is greater in England than in any 
of these countries except Switzerland. 

* See 28th Report of the Postmaster-General, and Parliament- 
ary Papers 47 and 64 of 1882. 



XI TELEPHONES— POST-OKFICE SAVIN(^S BANKS l.-^l 

I'elephinies.'^ — It lias Been upon apjical tin* 

courts of law, tliat the Post-Oiliee lias tlu^ 
monopoly of this comparatively new means of eom- 
munication, as well as of the Tel(‘graphs. Th<‘ Post- 
master-General, however, lias not thoimht it riL^ht to 
avail himself of this monopolN”, either- in order to 
exclude private enterprise, or to eonfei- a monojuily 
on any one private agency. He has estalilishetl, oi- is 
pi eparerl to estahlish, telephonic ciimmunication Viy the 
Post-Office where it is found expedient to do so, 
wlietlier there are already private agencies at \\'ork or 
not, and he has granteil licenses, or is ])i-ej>aretl to grant 
licenses, to private agencie.s, under condithms which 
may be regard(Ml as giving adequate protection to the 
public and the department, without i-egard to the 
question whether teleplionic coinmuniciition is already 
established oi- not. In effect it woul<l .sc?em, from the 
action thus taken by the Postmaster-Oenei-al, tliat there 
is to be no monopoly, at any rate until comp(?tition has 
been ti ied and it has been ascertained by exjierience 
what is the Ijcst mode of doing tlu? business. 

l^OHl-Offlcc — The Post-Oflice, hav iiiir 

at every Post-Office thi-oughout the country a local 
agency tlirougli which money can be received and 
paid, has undertaken tht! duty of banker for the 
poor. Ihis part of its business commenced in I SGI, 
and it has since rapidly increascKl. Tlie numbei* of 
accounts open was in 1805, 011,384, and tlie aggregate 
amount of capital XG,52C,400 ; in 1870 the number 
of accounts was 1,183,153, and the capital XI 5, 099,1 01 ; 
in 1875 the number of accounts was 1,777,103, and 

StJti 28tli Iteport of l^Obtiiiiiattsr-CjJeiiorul. 


K 2 
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the capital X25, 187,345 ; and in 1881 the number of 
accounts was 2,607,612, and the capital ^36,194,495. 
The Post-OtHce also invests for depositors in Govern- 
ment Stock, and the aggregfi-te amount which had been 
so invested was, in 1881, ^875,086. 

The operation of the Savings Banks has been f*acili- 
tated since 1880 by the penny stamp savings scheme, 
enabling to invest in the Bank by placing 

twelve penny stamj^s on a giv^en form and handing it 
in to any Post-Oflice as a deposit for a sliilling. An 
a\ ei‘age of about X250 a day has been received by this 
means, anrl the etl’ect is seen in the reduction of the 
avoi’agc amount of deposit from £2 14 , 9 . 5d. in 1880 
to £2 in 1881, whilst tlie aggregate amount received 
has increased by more tlian a million. 

Monri/ Orders and Postal Orders . — The Post-Office 
also acts as a remitter of small sums of money. 
Alontiy Oi’ders ai*e dii’ections given by a postmaster at 
one place to a postmaster at another place to pay any 
sum of money not exceeding ,£10 to a particular person. 
Postal Orders are general orders for the pa 3 ’^ment to 
any person to be named in the order of certain given 
sums ranging from 1/- to 20/-, and they can be cashed 
at an^’' Post-Otfice. Aloney Orders have been in force 
since 18.50; Postal Orders only since 1 880. The Money 
Order Jfystem has been extended to the. colonies and to 
most foreign countries. The Inland Aloney Orders 
were, in 1881, 14,880,821 in number, and £23,848,936 
in amount, showing a decrease of upwards of a million 
and a half in number and nearly a million in amount 
as compared with 1880. But on the other hand 
the Postal Orders were 4,462,920 in number, and 
£2,006,917 in amount; thus showing that they have 
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INSU RANCH AND ANNUITIHS 


to a considerable extent taken the place of Money 
Ordersd 

Intsurance and ilunuitics . — The Post-Ofhce also oHers 
facilities for insuring lives to a small amount, either 
by tlie payment of a lump sum or of an annual 
premium ; and for the purchase of immediate or of 
deferred life annuities. But this part of the business 
has not hitherto proved a success. An endeavour is 

being now made to extend it by connecting it witli 
the Savings Bank. 

Revenne and Expenditure . — The gross revenue of the 
Post Ollice in Ic^bl was .£0,02S,,3 / 4, and the expeiKli- 
ture .£5,927,899, sliowing a surplus of income of 
X3, 100,475, from which, however, has to be deducted 
.£326,417 {uj interest on the ilebt incurred for tlie 
pui’chase of telegraphs. 

One interesting feature connected with the Post- 
Oliice is the .succe.ssful employment of women in the 
office work. They now amount to 2,299, and the Post- 
inaster-Oeneral states that their employment has been 
attended with so much advantage to the department 
that he proposes to add to the number. 

Ge'neral Observations . — There can bp no doubt that 
the Post-Ollice is a striking instance of the way in which 
a service which is e.ssentially a trading service can be 
pei formed by a department of the state. The Postmaster- 
General is a carrier, a transmitter of messages, a banker, 
and an investment broker. These functions liis office 
discharges with more tlian average success, and with 
zealous attention to tlie growing wants of the nation. 

But as this instance is often urged as one wliich 
ju.stifics far more extended operations on the part of 

^ bcc 28tli Beport of PoBtniastftr-General, 
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tlie state, sucli as the purchase and working of railways, 
it may be worth while to point out two or three special 
conditions anrl limitations which make the Post-Office 
service peculiar. 

Tn tl le first place, the Post-Office has filled vacant 
gar)s in hu si ness which private traders have not been 
willing or al>le to occupy. The carriage of letters was 
impei’fectly performed, or not at all, when the Post- 
Office took it up ; and when it had been taken up by 
them, tlie first great improv’^ernents originated with persons 
outside of the office. The investment and remittance of 


very small sums of money was a business which priv'ate 
bankers did not find it wortli while to undertake. The 
ubiquitous organisation of the Post-Office has rendered 
these op<’irations possil)Ie and even profitable in its 
hamls, while it was impossible or unprofitable when 
attemptefi partially or on a smaller scale. 

In the second place, the Post-Office have not under- 
taken a business which requires either manufacture, 
or invention and speculation. It has made use of 
existing and well-known agencies, where the only 
flifiicnlty was one of organisation j where there were no 
great experiments to be made ; where there was no risk 
of great losses j and no hope of extraordinary gains. It 
is a merit of the undertaking, regarded as an official 
institution, that there is very little of that speculative 
element in it which is the life-blood of commercial 
activ'ity. In the one case under the Post-Office where 
the undertaking is as yet experimental and speculative, 
viz. that of telephones, the Postmaster-General has 
come to the conclusion that it is not wise to exclude 
private enterprise. 

Finally, the service, excellent as it is, has not avoided 
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one peril, which makes cautious statesmen unwilling to 
extend their industrial functions, viz. tlie ditficulty of 
dealing with a large class of servants. No one who 
has watched the pressure which the services can bring 
to bear on government through the medium of members 
^^^^^^oient, will undervalue this danger. 



CHAPTER XII 


RAILWAYS 


This subject alone, if fully treated, would fill niy 
^vholo space, and all I can do is to glance at a few 
salient points. 

(rroH'fh <ij Undivni/A , — The development of railway 
communication in (Jreat ilritain has been such as no 
f^o\ei*nment management, however ^ood, could posvsibly 
have produced. The number of lines, the number and 
speed of trains, and the "eneral comfort and convenience 
of our I’ailway system, are greater than can be found 
in any other country. The number of miles of railway 
open was 10,43;5 in 18G0, and 1<S,175 in 1881. The 
tonmige of goods carried was 90,000,000 in 1860 and 
nearly 250,000,000 in 1881. The nuinbei' of passen- 
gers carried, exclusive of season ticket holders, was 
163,000,000 in 1860, and 626,030,000 in 1881. What 
is still more important as evidence of the service 
which the railways are rendering to the mass of the 
people, is that third-class passengers have increased 
from about 94,000,000 in 1860 to 523,000,000 in 1881. 
The capital, wliich was about 1^350,000,000 in 1860, 
was .1^/45,500,000 in 1881, and the dividends had 
slightly increased. The danger rate, as shown by 
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tl>0 proportion of casunltios to .ho a, noun, of t.avelli.n^ 
lici.', bensiij]y (liininislied. What is still 

i-s t.ut the .hole Of thi.s has’■;:;;^:::::^;*■;:rr 
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,Lc iv V '•-«< to 1-y. 

li ind U,"' 't't ®'*o.'nous price. On tJie other 

which ■dl'^.H “ P-t^sen-e.- duty from 

fi.ee. ' locomotive enteiini.se me now 

co.mn^ • Eigl.t oonnnittee.s and 

tliere liaveT^ elai.orate report.s, and 

special I r .* general acts, Ijesides tlie 

Ts mo^p f ‘'‘T f -mpanies. The legislatu.e 

of la^id of laws fo.- the protectio., 

cornpani,r-‘'and”tl ‘''“’^tees, and of .as ami water- 

safetv f ’ ^ ^ there are many enactments having the 

refe.-en" ^or their object, to winch further 

^ Thee hme also been 

of the .-ailw- elahoi-ate kind fixing the capital 

the financial *^*"*** ’’"'■‘owing powei-.s, and 

■natul-nVh ■'^'--’■"’"er.s fntcr sc- 

public. Thei ma ter'"""" ""t the 

recent leedslltL. .“t="0‘'J‘“f? to the principles of 

are left to the ‘'"""‘“"“‘g other joint-stock companies, 
of tuloll 'r ‘’“-"“-'ves, and to the opiatio, 

y t^onipamefe Imve been excluded 

pi'uvisiou, oi,; aa folio!.., !_! "‘-'""P-'t'. H'o pniioipol 
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TAmifatioii of Kaffis atirl Fares, — The charges on all 
railways are limited by their special acts. This limitation 
is in most cases inoperative, since the maximum rates 
fixed by tlie acts are in general considerably higher 
than the rates which the company find it their interest 
to charge. Indeefl, it is obvious that, without power to 
revise the tolls pei’iodically according to the altered 
circumstances of a railway, any attempt to fix them 
once for all 1)3'’ anticipation must be nugatoiy. As 
population, capital, trade, .and manufactui*e increase, 
traffic increases also, and a charge which would have 
been moderate if levied on the small traffic which 
existed when the railway was rnjwle becomes exorbitant 
when multiplied by the increase of traffic. The interest 
of the companies in developing traffic, although it may 
under certain circumstances be an insufficient safeguard, 
is yet a better safeguai'd than any standard of tolls and 
charges fixed at the time when the company commences 
operations. Still, the parliamentary limit, which can 
alwa 3 ^s be revised when a company seeks fresh powers 
from Parliament, is an important security against 
possible extortion. 

L imiJnfAon, of Profits, — In some of the earlier private 
bills, Parliament adopted its favourite notion of limiting 
the profits of tlie company to a 10 per cent, dividend. 
And in 1844 an act ^ was passed enabling the Treasury, 
in the case of any railway constructed after the 1st of 
.January 184-5, upon the expiration of twenty-one years 
from the passing of its private act, and in the event of 
its profits for three 3 "ears exceeding 10 per cent., to re- 
vise the tolls. The Trea.sury were in like manner, after 
twenty-one years, enabled to purchase the railway. But 

* 7 & 8 Viet. ch. 85. 
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chi:ap trains 


the pinver of revisicju of tolls wis 1 

o ^ I'Hjs uas to |>e arcoinDaiiipfl liv 

a guarantee from the state of a constant TO 

rfividenfl ; and the purchase was I’"’’ • 

the rite nf t, * P *"‘ <><>■•'0 «as only to be eOected at 
HP i. te of twenty-five years’ purchase of (he aetu d 

™al profits or. if they should he less than 0 p.'-r 

::.d ;:rth: = 

Without a special Alt^T P^rha^U^ " 

be of profits would 

dividend . . ‘f rad way companies, a 10 jjcr cent. 

1 -s seldom, if ever, made. 

chase '■‘'SH'ds the power of lair- 

should „nl attached to it, vis. (hat tJ.e power 

tliat the companies entirely ina<le after 1811, 

ind ttt 7'‘' as above mentioned. 

Act of Parh '^y a special 

an ufne ' P"'"*--'- ’‘‘“'o >Hore tl.an 

inent mi7T'V companies that the govern- 

a scheme^fo Parliament 

panics aetril 'ailways. Nay, the cun- 

Lt in procured in one of tl.e recitals of the 

principinhar-t''' of tl,c ^•cry questionable 

. i^vlv competition with 

• aihvays owned or conducted by government. 

ment77^ P'ovisions were also made by Parlia- 

wl7t wer77""'' “.";P“"*- t'' -' ' y poor persons at 
panics in rer" cheap rate.s, giving to the com- 

1 & 2 Vict. ch. 98 ; 7 & 8 Viet. cli. 85. 
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lias become the most profitable part of the business 
of many companies to cairy third-class passengers at 
less than the parliamentary cheap fares; and the only 
result of tlic enactment is an exemption from general 
taxation j a constant dispute between the companies 
and the Chancellor of the Exclieciuer, and an induce^ 
merit to the companies to disarrange their natural 
and Ixmeficial ti'afhc in order to get the benefit of the 
exemption. 

Carrlaye oj J/ei/**. — It was not thought expedient^ 
in making the concessions to tlie companies, to require 
from them in return any service in carrying the mails. 
The PoBt-OlIicc can require them to carry mails and mail- 
guards, but for all such service it has to pay just as any 
private person would do. In the present state of things, 
in rural districts, where the station has superseded the 
old village and is the centre of communication for the 


country side, it is often desirable tliat the post-office as 
well as tlie telegraph should lie there concentrated, and 
it seems desirable that the guards of all or any trains 
shouhl take charge of and deliver letter-bags, as they 
do small parcels. However this may be, it is one of the 
merits of the new parcel-post that it will bring the 
railways and tlie post-office into closer connection. 


Forwarding 'FraJJie , — As regards 


intercommunication 


between different railways and joint arrangements for 
continuous traffic, the legislature in 1854 2 did provide 


that the companies should afford reasonable facilities 


for forwarding each otlier’s traffic, but it rendered the 


enactment nugatory by placing the power of enforcing 
it in the hands of an ordinary court of justice. 


1 1 & 2 Viet. c. 98 ; 7 & 8 Viet. c. 8o. 
17 & 18 Viet. c. 31. • 
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Joint Committee o/\S1 2.— 'rho subsoquonf history an. 1 
i-psults of Icgishuion conoorning railway comjianio.s” con- 
Hdered m tlieir coimncrcial asi>oct, arc fully given in the 
Report of the Joint Connnittoe of the Lords and Com- 
mons on Railway Amalgamation in 1<872.' Their conclu- 
sions are, in general terms, that the efiorts of Parliament 
to pie\ent amalgamation and seem-e competition had 
ai ed j that there is i-eal and efi'ective competition, 
especially in tlie canuage of lieavy goods, through the 
le lum of sea trattic ; that competition canal cannot 
Jc iclied on ; that there is real competition between rail- 
ways themselves in tlie matter of facilities, Init little in 
le mattei of cliarges ; that where competition does not 
regulate charges the self-interest of the companies leads 
t lein to develop new and promising trallic, and to 
pioniote competition between distant seats of trade or- 
manufacture by neutralising distances ; and that althoiigli 
m so doing they may be exposed to the cliarge of makiii- 
some parts of tlieir system pa^^ for otliers, their action is 
probably advantageous to the public as well as them- 
se ves ; that selfdnterest does not always lead them to 
make the lowest profitable charges, or to maintain water 

communications wliich are in their control, or to f<n ward 

laliic by the shortest and best route, or Ui make or pro- 

ri . general recommendations of 

tJie Committee are as follows 

to be exists, an<l ouglit 

ohtainiiwr n \ P>'eventing railway companies from 

Obtaining control over public liarbours ^ 

parthd aZ^?- to a 

links of c uiiil - <^^tent only, and manj^ important 

ta canal navicration ‘uti ii^i. i i r ^ -t 

I.H.JII «ii c. ni tlie bands of railway 

* Rl. Pari. Paper 304, 1872. 
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companies whose interest it often is to depreciate 
them. It is important that an <*flbrt sliould be made 
to maintain the competition wliicli now exists, and it 


is stiil more important, wliethor competition is main- 
tained or not, tliat the capacities of inland navigation 
shoultl he fully utilised .and developed. 


i i 




lOqual mileage rates .are inexpedient. 


“4. It is 
the r<n'ision 


impracticable to establish any standard for 
of rates and fares founded on cost and 


2>rofit. 

“ There would be much difficulty, and little, if any, 
gain to the public in determining a maximum scale of 
* terminal charges.^ 

“0. Immediate reduction of rates .and fares, even 
when practic.able, c.annot be looked upon as permanently 
effectual. 



ticable 



Periodical revision of rates and fares is imprac- 
without some st.andard of revision. 

Revision of rates and fares founded on a 


limitation of dividend 


to a fixed amount is undesirable 


in 


the interest of the public. 

“ 9. Revision of rates .and fare.s founded on a division 


i>f profit above a certain amount between the com- 
panies .and the public in this country is attended with 
great, if not insuperable, difficulties. 

“10. A. new and uniform classification of rates is 
tlesir.able .and practic.able, and there should be power 
to alter the cUissification from time to time with consent 
of the conamissioner.s mentioned below. 

“11. The companies ouglit to be compelled by exhi- 
bition of their books at every station to inform the 
public wh.at rates they charge for goods to all stations 
to which they book, distingui.shing between mileage 
and ‘ terminals,^ and giving all special rates and con- 
tracts. If complaint is made that this condition is not 
properly complied with, the commissioners mentioned 
below should have power to enforce it. 

‘*12. If a jyrimO, facie case is made rai.sing a sus- 
picion that any company is charging unequally or 



JOINT COMMITTKK OF iHr2 j4;} 

“““ «>f the li.ulwavand 
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tlie otlLr ohjectionaljle, an<i wl.ilst on 

obvioiisKr I in wliieh ainalyaination is 

i-iilwav impossible to rearran^rc tbo 

what mnilT’ “'t ‘" '*y ‘'•"y Keneral scheme 

not «l'ull be allowed, and wbut shall 

and\'ei?,|! refus«^L"^l"?'''''^/■'‘*''''''^^ "'^"‘<-''1 

shoiilfl ’ 1 tli(, existing conipariies, powc^r 

Slnt^^T" a-"' t« -'aki them, or to 

on the n,., < xisting companies a moderate return 

^"en tl rer"''^' b-a>autee beinj, 

work ’the “> '"ahe and 

local authfii ir <^*fferences should arise between the 

settled bv tl.e*^’*- companies, they shoidd be 

o ir comnnssioners. 

explained bv in 

through rates and every railway cunpany to make 

own line to ^ station on its 

rates to’ t>o f • ?”] station on any other line, the 

n.ilZ,r n ••“<« accordini to 

prSn tlmt if ^ with a 

posed rate or di objection be made to the pro- 

lie come to thf ef" unfair, and no agreement can 
Upon thf* ’ ® nientioned IjeJow shall, 

1 "'r' “”1“"“ 

l-in'TO”,™;"?.,:"™' ““'“"y I” eivo" in «er- 

curefullv ’coiisid,..-, I giving them should be 

uiiy considered by the joint committee hereafter 
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mentioned. But it is not practicable or desirable to 
give to railway companies generally running powers 
over the lines of other companies, or to treat these 
powers as conditions to be imposed by general legisla- 
tion, Differences as to running powers when given 
should be settled by the said commissioners. 

“ 18. Tlie administration of the Railway and Canal 
Traflic Act ought to be assigned to a special tribunal, 
possessing knowledge of railway management. Such 
a tribunal will be found in the railway commis.sion 
mentioned below. 

* * *^ * «- * 

“21. To perform the various duties referred to in tliis 
report, a special body should be constituted, entitled 
the Railway and Canal Commission, which should 
consist of not less than three members. They should 
be persons of high standing, of whom one should 
be an eminent lawyer, and one should be thoroughly 
acquainted with the details and practice of railway 
management,” 


These recommendations were acted on by the passing 
of the Regulation of Railways Acts 1873, (36 & 37 Vic. 
c. 48) and the appointment of commissioners under it 
with the powers recommended by the joint committee. 
The number of cases under it has not been large, and 
its decisions have often been defeated by appeal to the 
law courts in the form of a wi it of prohibition. But 
there can be no doubt that the tendency of public opinion 
is in favour of strengthening the hands of the commission 
and the report of the recent Committee of the House of 
Commons in 1881 and 1882 makes explicit .suggestions 
for that purpose. Upon other points the opinion of 
that committee was much divided, and it would be 
premature to attempt to say what the result is likely 
to be. One question which occupies a large part of 
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tho discussions before tl.e conmiitteo concerns the in- 
equaxty of i-ates. A\ Jien this inequality ai-i.ses from 
caprice, or negligence, oi- partiality, it is clear that 
lere ought to be a summary and stringent leniedy 
-But when it arises from a desiic on the part of the 
companies to meet competition, or to develop a grow- 
ing traffic which would not otherwise exist, where, in 
siort. It IS due to the ordinary trading motives, it 
ivould be contrary to authority, to analogy, and to 
«ie best interests of the public, to put an end to it. 
o say to the companies that they shall not reduce 
leii ra es in favour of one customer unless they reduce 
lem in favour of all, is to put an end to that competi- 
lon and that desire of profit wl.icli is a far more 

effectual security for moderate rates than any legislative 
lestiiction of charges can possibly be. 

Competitwn.~lt is probable that the competition 
Inch really exists, especially for goods traffic, has 
b^n somewhat underrated. Living in an island, as 

V.VI- 1 O" every coast, there exists a 

an. tK ‘Competition not only between the places which 
are themselves upon the sea, but also between all places 

rad Tr '>y different lines of 

the’ • iT'^'* competition for traffic to 

^e midland counties between London, Liverpool, 

which T ) and the several railways 

form of 

cases iL'Tl’ of new lines ; and such 

authorise I K J*"!” Barnsley Railway, recently 

tition I Barhament, show that this form of compe- 

forms ir <mtnely lost its power. The.se different 
oflioM ““'"petition have been treated in a recent 
onicial report on the French railway system prepared 

L, 
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by M. Waddington, as reasons why French railway 
companies, which are not exposed to competition, gfive 
tlie public fewer Jid vantages than English railways, and 
require a different treatment. It is to be hoped that 
we shall not sacrifice this advantage to any dreams of 
equalization of railway rates, dreams which when in- 
vestigated arc generally found to originate in the very 
natural and common but not the less miscliievous desire 
for prot(*ctioii from trade competition. 



CHAPTER XTII 


MEKCIIANT SHIPPIXG 

Merchant si lipping has already been jiientioned as 
one of the great^^st of our trading interests. Its enor- 
mous magnitude, its special importance to the nation, 
and the peculiarity of its character and circumstances, 
justify a separate chapter, foi' the purpose of showing 
low^ constant, how' intimate, and how peculiar are tlie 
relations of the State to a merchant ship from the day 
when she becomes a ship to the day when she is broken 
up oi abandoned. Under these relations ai’e comprised, 
as stated above, not only the direct action of the execu- 
tive, but the special laws and customs which govern 
this form of mercantile property. 

Meafiurement and Jlegistri/.—AVhon a ship is first built 
she IS measured by a Government oflicer for her official 
tonnage. This measurement answers various purpo.ses. 
it IS the standard by which the ship is taxed for light, 
larbour, and dock dues. It denotes the size of the hull 
and Its capacity for carrying cargo. Taken in connec- 
ion with other particulars, it determines the identity of 
e s ip. The present mode of measurement, w'hich 
wa.s due chiefly to the late Mr. Moorsom, and which is 
embodied m the Merchant Shipping Act of 1854 , is 
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founded on the principle of ascertaining the exact 
cubical capacity of the ship, and giv ing the results in 
tons, each of which contains 100 cubic feet. 

It has given general satisfaction, and has been adopted 
by all foreign nations. Rut certain anomalies, arising 
out of questionable exemptions, originally introduced to 
meet the claims of particular interests, as well as out 
of new methods of construction, have arisen in the 
Knglish law ; and with the view of removing these 
anomalies a Royal Commission was recently appointed. 
The majority of this commission recorded their strong 
approval of the principle of the existing law, and made 
certain recommendations, which, if adopted, would have 
the effect of removing the existing anomalies, and of 
bringing English law into harmony with that of other 
nations. A small minority recommended the abandon- 
ment of the present principle of ascertaining the cubical 
contents of the hull, and the substitution of a principle 
long since discardefi, viz., that of displacement. Any 
sucli change is really out of the question, both because it 
is not an improvement in itself on the present method, 
and because it is contrary to the practice of the world. 
But the action of the minority of the committee has 
had tlie effect of making the removal of defects in the 
existing law more difficult than it would otherwise be. 

When the ship is measured, her name is entered in an 
official register book, kept at each port by the ofHcers of 
customs, with a full description, and the name of the 
owner. An official copy of the entry on parchment, 
called the Certificate of Registry, is given to the owner 
of tlic ship, and always afterwards goes witli her till 
slie is broken up, or otlierwise ceases to be a British ship. 

It is this document which identifies her and gives tier the 
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light to carry the British lla- Tl.e name which is in- 
scribed on It cannot lie altered without official sanction 
I'or the purpose of further identifying her and prevent- 
ing the confusion wliicli would arise from a luiinber of 
slops with the same name, an official number is Kiven 
icr, which IS entered in the register book and certificate 
o registry, and is also permanently marked on the ship 
herself. Her name, port of registry, and draft of water 

iii-e also marked umler official inspection on the outside 
or the si lip. 

The register of the ship kept in tlie hook at tlie 
Vustom House constitutes tJie title to the ship. Tlie 
name and address of each owner, with the number of 
shares belonging to him, is entered upon it, and any 
transfer or mortgage of the ship or shares is entered in 
le same book, whenever and wherever it occurs. No 
notice is taken of any trusts, and any innocent pur- 
c laser who takes a conve^’^ance from the pei’sons whose 
names are on the register has an absolute and in- 
efeasible title. A copy of every entry made on the 
register at any port is sent every day to the Registrar- 
general of shipping in London, who is an oHicer of the 
Roard of Trade; and tliere is thus in his books a 
complete and trustworthy record of the actual title of 
eveiy British shijj, and this record can be consulted on 
lo payment of a trifling fee. In this way the State 
P 1 C8 for the owner.s of merchant ships a complete 

‘ m of title and conveyance, so that the transfer of 

shiU*'^*^^^ 'vorth .£100,000 may be completed for a 

e title of any British ship may be transferred from 
y poi t in the British Empire to any other, by a 

P 6 otter between the registrars at the two ports. 
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which is sent on application by the registered owner j 
and if an owner wishes to deal with his ship at a 
distance from her port of registry, he can get from the 
registrar an ambulatory form of registry which enables 
him to make a complete title to a distant purchaser. 

AV'hen the ship is broken up, lost, or sold to a 
foreigner, a report has to be made to the registrar ; the 
certificate of registry is given up to him, and the register 
is closed. 

Ojfficers cind Crew . — The officers of a merchant ship 
are required to pass examination in technical pro- 
ficiency, and to produce evidence of character j they 
tlien receive certificates enabling them to act as masters, 
mates, and engineers. 

The crews of ships which are employed on voyages 
beyond the river Elbe and Brest, are engaged in a 
public office before a public officer, and the terms of 
the engagement are read out and explained to the 
seamen. Elaborate provisions are made by the merchant 
Shipping Acts for preventing desertion and maintaining 
discipline ; but in these, considerable alterations have 
recently been made. Desertion, and refusal to join 
after engagement, were formerly treated as criminal 
offences, and are still so treated by the laws of most 
nations. But, following the principles which liave been 
adopted in the law governing other contracts of employ- 
ment, Parliament has recently repealed the enactments 
which gave these criminal remedies ; and refusal to 
perform a contract to serve at sea is now treated like 
other refusals to serve, as a breach of civil contract. 
The penalties for breaches of discipline by a seaman 
when he has joined his ship are retained intact. It 
cannot be denied that this change in a long-established 
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practice has been productive of some tempoivirv incon- 
venience, and that desertions have increased within tlio 
last two years. But it is to be hoped and expected 
that this inconvenience will l)e but temporaiy ; that the 
ultimate effect of the change will be to produce a better 
and more wholesome relation bet\%'een owners ;ind tlieir 


crews ; that the vicious practice of giving unnecessary 
adv^ances of wages may come to an end ; and that in 
lieu of this practice, with its demoralising temi)tations, 
and the arbitrary powers of imprisonment, on which 
shipowners have hitherto been led to rely for tlie 
manning of their ships, tliere may be substituted those 
inducements to \'oluntary service which ai*e found 
effectual in other branches of employment. 

Wlien the ship has gone to sea the law still follows 
the crew ^ certain I'ights and duties ai’e presci’ibed ; 
provision is made for enforcing them by means of the 
consular staff and of the special naval courts, which 
can be summoned for the purpose in foreign ports. No 


men can be dischaiged abroad without provision for 
their restoration to their own countiy ; and when the 
ship finally 1‘eturns home to this country, the crew are 
discharged before a public officer, who sees that the men 
are duly paid their wages, and settles disputes. He also 
forwards money for the men to their wives anfl families, 
and in many of the larger ports sees that seamen who 
belong to some distant place are provided with im- 
mediate means of escaping from local temptations and 
returning to their homes. 


For such seamen as choose to invest their earnings, a 
^Seamen^s Savings Bank is provided, into which men can 
pay, and from which they can draw at every port in the 
United Kingdom, in the saine manner as from the Post- 
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Office Savings Banks, pf which Seamen’s Savings Banks 
were the forerunnei*. 

Sajefy.—Yov this purpose also the State follows the 
ship throughout lier active employment. Passenger 
steamers and ships carrying large numbers of emigrants 
must be inspected b}*^ officers of tlie Board of Trade, and 
must be reported to V)e safe ; and in the case of emigrant 
sliips they must also be reported to be propei‘ly fitted^ 
equipped, victualled, and manned. 

T1 le num))er of passengers is limited by the Board of 
Trafle. 

For the purpose of avoiding collision, all ships are 
required to carry certain lights, which are inspected by 
officers of the Board of Tra<lc. t 

For the same purpose all ships are required, when 
they meet one another at sea, to obey certain rules ; 
and these rules are matters not only of municipal but 
of international obligation. » 

All ships are also required to carry a certain number 
of boats. 

Passenger steamships are required to have properly 
adjusted compasses. 

Special provisions are made with respect to grain 
cargoes and deck cargoes of wood. 

Unsafe ships may be detained by the Board of 
Trade and its officers, subject to an appeal to a court of 
surv^ey, and subject also to an action for damages, if in 

the opinion of a jury the detention has been wrong or 
improper. 

The subject of unsafe ships has attracted much atten- 
tion lately. The losses of life at sea are no doubt 
great, and much to be deplored ; nor should any effort 
be spared which can make them less. There are some 
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bad ships : tliort’ jiro many owrhulon shij>s : chief 

cause of loss, there is recklessness and oveihaste in navi- 
gating ships. Nor are the relations of ouv seamen to 
thoii emploj^ers, or their own condition when tlirown 
iisliore amid tlio t('mptations of oui’ seajioi-ts, wliat wo 
could wish them to be. i3ut to alh'ge that slii]>owiH*i's 
as a rule are worse than other peoph*, or tliat ships 
are worse and more unsafe than they formerly were 
IS a gross and unjust exaggeiation. Our shipownei's 
bave not made themselves masters of the car lying 
tiade of the world by building and sailing bad and 
unsafe sliips ; and the loss of life at sea, so far as 
can be ascertained, is, in proportion to our merchant 

navy and its work, not gi'eater but less than it was 
in former ^^ears. 

The operation of the measures wliich have recently 
been adopted by Parliament in order to secure furtlier 
safety is extremely interesting. One of tliese I’emedies 
IS administrative, viz. the power given to the Board of 
Tiade to detain unseaworthy slups, a power whicli, 
since the Plirnsoll agitation, lias been exercised tlirougli 
the means of a large staff of local sur\'’cyors in most of 
the ports of the United Kingdom. Another remedy i.s 
judicial, viz. liability to criminal prosecution for send- 
ing an unseaworthy sliip to sea. Tlie latter of these 
lomedies has always been dilficult, because witli all the 
intei mediate agencies whicli imxJerii trade I’ccjuircs, it is 
seldom easy to bring home culpability or negligence to 
the owner, who.se greed may notwitlistanding have been 
the real cause of the unseawortbiness. Put the criminal 
lemedy has been rendered, absolutely ineffectual by the 
administrative remedy. When a shipowner htus been 
piosecuted for sending a ship to sea in a grossly 
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unseawortliy condition, and the fact ha« been dis- 
tinctly proved, the answer lias been that the Board 
of Trade iniglit have stopped the ship, and did not 
do so ; as if the Board of Trade and its officers 
were ubiquitous and omnipresent. But however this 
may be, the answer lias been and will be accepted by 
judge and jury as conclusive in answer to a criminal 
charge ; and the criminal remedy for culpable unsea- 
worthiness is therefore one which can seldom, if 
ever, be enforced. Nor is the working of the ad- 
ministrative remedy satisfactory. Many unsafe ships 
are actually detained, and more are indirectly deterred 
from going to sea. But the appeal for damages which 
is given from a responsible department to a judge and 
juiy’’, who do not perhaps know the stem from the stern 
of a sliip, is an appeal from Pliilip sober to Philip drunk, 
and tends to cripple administrative action. On the 
other hand, to subject the shipowner to detention with- 
out appeal would be to subject him to possible official 
tyranny and caprice. Again, the power of detention in 
isolated cases involves much more extensive interference. 
When a particular ship is detained, say, for overloading, 
the shipo^vner retorts with much justice, Why do you 
stop me when on the point of going to sea ? Why not 
tell me beforehand what you require?” And this the 
Board of Trade cannot do without laying down fix€>d 
rules both as to load line and as to other matters, 
wliich would place the whole mercantile marine in 
official fetters. Such are the difficulties of interference, 
and they are as yet unsolved. 

One cause of unseaworthiness, the most important 
perhaps of all, is the law and practice of marine insur- 
ance, A policy of insurance is in theory a contract of 



xin 


SAFKTV OF SIT I VS 


1 5/1 


indemnity. Kut the practice of the trade and the 
decisions of the judges liave made it much more. A shij) 
can be insured so that lier loss shall be a cei'tain iiaiii 
to the shipowner, and the courts of law will enforce 
this liability against the underwriter. I have seen a 
letter from a shipowner regretting that a certain ship was 
not lost ; and I have heai‘d a shipowner complain that he 
had been specially unlucky because an old sliij) of his 
had been lost on her first voyage after he hafi sold her, 
whereas if she had been lost whilst she belonged to him, 
he would have realised enough from the insurance to 
enable him to bu^^ a goo<l, new, modern ship ! In such 
cases the shipowner may not purposely lose liis ship, 
but it is idle to suppose that he w*ill take the same care 


of her as if he were not insured, or insured only to a 
moderate amount. The evil is one which it is not easy 
to cure. It is very difficult to interfere with improper 
contracts of insurance without interfering mischievously 
with innocent and proper contracts. Further, it is not the 
interestof any traders as a class to prevent over-insurance. 
Tlie underwriters, as a class, profit V>y it* and though the 
individual underwriter who has to pay for a loss suffers, 
and is often not unwilling to contest a l>ad case, the 
law, which countenances over-insurance, does not enaVile 
him to resist payment unless lie can prove actual frainl 
to the satisfaction of a jury ; anti this he can seldom tlo, 
not only from the inherent difficulty of obtaining evi- 
dence, but because he comes into court in the cliaractt^r 


of a man who, having made a bargain by which he turns 
out to he a loser, is trying to escape from it. In the 
excitement caused by the Fliinsoll agitation the Oovern- 
ment did make an effort to amend the law of insurance. 
A bill was introduced for this purpose at the beginning 
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of the session of 1876. But other business intervened 
and tlie bill was no more heard of. 

Ltfjhthouses, lIarbo7irs, and Pilots . — Tlie State provides 

these ad June ts to safe navigation, although the mone^ by 

which they are supported is raised by dues levied upon the 

ships which use tliem. General lights and seamarks are 

managed by the Trinity House and by the Scotch and 

Irish Lightliouse Boards, under a certain control by the 

Boaid of Trade; and local lights, harbours, and pilots 

are managed by local bodies, generally representative in 
character. 


Wrecks and Cfisnalties . — When a ship is lost on our 
own coasts careful provision is made for the purpose of 
rendering assistance and saving life, both by means of 
life boats, which belong to and care managed by a 
cliaritcablo association, and by means of the rocket 


apparatus, which is worked by the coastguard and by 
voluntary brigades under the direction of the Board of 
Trade. The coastguard also act as police in protecting 
wrecked property, and the officers of customs acting ius 
receivers of wreck take charge of such property and 
restore it to the owners. 


Provision is also made for inquiries into the causes of 
wrecks. A prelimincary inquiry is first made in all cases 
by the officers of the Board of Trade ; and in more ira^ 
portant Ceases a public investigation is subsequently held 
m judicial form before the wreck commissioner or before 
two Justices, aided by professional assessors. In cases 
of culpable default by the masters or officers, these courts 
have power to cancel or suspend their certificates. The 
reports of all these investigations are made public. 

Marxixme Law . — The executive government thus 
follows a ship throughout her career, from her first 
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construction to lior final tlostruction. But in 
to tliis constant intoi’\’ention of tlio cxi'cut i\'o, the state 
supplies a code of special ruk-s, in respect of collision, 
liability for damage, salvage, insuranct>, and bottomry, 
«tc., not to mention maritime prize and cajjture, whieJi 
constitute a large and special branch of the genei-al 
law ; which owe their existence to the necessities of 
shipping ; and many of which have the peculiarit that 
they ai*e international as well as municiival. 

General Observations. — Uiifler these cii’cumstanc(\s it 
is interesting to see liow large a pai-t tlu* state inlays 
in respect of this great national interest. The motive 
power, the energy, the invention, the skill, the courage, 
to which it owes its success, are those of individual 
1^1 Allien. I^or ai'e they in any way protected liy 
the state from the most severe competition. But the 
state watches over, lieips, fosters, restricts and regulates 
a British merchant vessel from tlie day wh<m her 
materials assume tlie form of a ship to tlie day 
^vhen they finally lose tliat form, both by ofiicial regu- 
lation and by a system of peculiar law. ^Vhate^-er be 
tho lesult of these difierent actions of the state, one 
thing IS (luite certain - viz. that the aggregate etlect of 
all of them has not been to destroy the prosjicu’ity 
ef this gre«it interest, or to prevent a (lev'eloprnent une.x- 
ainplcd in the histoi’y of tlie world. The shipping of 
the United Kingdom has increased from 7,000 tons 
of saiHng ships and 108,000 tons of steamships in 1850 
to 3,851,000 tons of sailing ships and 2,723,000 tons of 
stcamsliips in 1880, and there is a considerable further 
inciease in 1881. Taking one ton of .steam tonnage to 
ic ccjual to four tons of sailing tonnage, the tonnage 
o the United Kingdom was 42 per cent, of tlie known 
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oversea tonnage of all the maritime countries of the 
world in 1860, and 55 per cent, in 1880. !No foreign 
country, least of all our former rival, the United States, 
comes any where near us. The current expenditure on 
our ships and the income we derive from them are 
enormous. The fixed capital employed in our shipping 
is probably about £ 1 10,000,000, but the annual outgoings 
on shipping, which constitute an invisible export, and 
whicli give employment to an immense amount of 
Englisli labour, probably amount to more than one- 
half of that sum ■ whilst the income from our shipping, 
wliich returns to us in the shape of imports, is not less 
than and probably more than <£60,000,000 a year. ^ 
Erorii these facts I should draw two conclusions j first, 
that this great interest has on tlie whole benefited and 
not suffered by the action of the state ^ and, secondly, 
that, considering the magnitude of this interest, and its 
successful development, it is one of which the nation 
may well be proud, and in dealing with which hasty 
and ill-considered measures are much to be deprecated. 

See Air. (»iflen s paper on the use of import and export 
statistics in the Journcd of the Statistical Society for June, 1882. 



CHAPTER XIV 


ACIION OP THE STATE WITH RESPECT TO 

ABANDONMENT OF PROTECTION AND 
r>UTI ES 


FOREICN TRADE ; 
DISCRIM INATIV E 


Among the various actions of the state wiiieh are 

intended to increase and foster trade, there is one foi iii 

of interference which in this country we liave ceased to 

practice, it Ls to be hoped, for ever ; I mean protection 

of home against foreign industries. Whether in tlie 

pi'ohibition, oi* in the newer form of 

1 eiential duties, we have abandoned tlie attempt to 

promote onr own industries by preventing our people 

lorn buying the produce of tlie industries of other 

ations. The subject is old and woi'n, but considering 

e protectionist doctrines which still hold their ground 

^ other countries, and the recent attempt to revive 

nnilar opinions in our own, it is wortli while to state 

nee more as shortly as possible what are the 

grounds of our present action, or rather inaction, in 
this matter. 

In the first place, as even protectionists admit, to 
op out anything which is made better and cheaper 
rood than at home, makes those of our own people 
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who want that article pay more for it and get less of it, 
or get it of worse quality, than the3’^ would do if allowed 
to buy the foreign article. To keep out American corn 
or French silk makes people in England who want corn 
or silk pay more for these articles and get them in less 
quantity and of worse quality. The importance of this to 
us, who import one-third of our food, and are every year 
importing more and more of it, and of whose total 
imports, amounting to more than £ 400 , 000 , 000 , ninety 
per cent, ai'e either food or materials for our manufac- 
tures, is obvious, and it might be sufficient to leave the 
matter hero. We are not likely to starve our working 
population or to ruin our manufactures. But this is 

only a part of the evil of protection, and does not go to 
the root of the question. 

Protection is intended for the benefit of producers at 
the expense of consumers ; for the benefit, that is to 
say, (jf the landowner, at the expense of the i*est of the 
people j for the benefit of the manufacturer at the 
expense of those who use what he makes ; and it is 
alleged by the advocates of protection that in the benefit 
thus given to the landowner or nianufactui’er, and to 
the persons whom tliey employ, is found a compensa- 
tion, and more than a compensation, foi’ the mi.schief 
done to the consumer. 


But this is not so. In the fir.st place protection often — 
perliaps generally — injures the very persons it is meant 
to benefit. It makes them rely on the false support of 
an artificial law, instead of on their own brains and 


hands. The exclusion of competition defidens iiidusti’y 
and skill. British ‘^hipping, for instance, never flourished 


when cei tain trades were reserved to it b^'" our naviga- 
tion laws, so much as it lias done since every flag was 
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admitted to compete will, it i.i oveiv l►nllu•l, c,f our 
trade. 

But this may not always he tile ease. It is possible, 
we must admit, that a weak industry may be kept ali\ e 
y excluding its foreign rivals. Kiiglish women might 
give more custom to Coventry, if they could not buy the 
C leaper and better ribbons which are made at Cyons 
an Basle. The Coventry ribbon-makers might for a 
ime make more profits and p.ay mure wages. Assuming 
tins to lie tlie case, the effect, not only to the women who 
uy .silk, but to the whole protiucing industry of the 
country, will nevertheless be mischievous; for we can 
on y pay for the French .and Swis.s ribbons by sending 

0 <rance and Switzerland something whicli we make 
etter and cheaper than the French or Swi.ss can make 

I ; so much better and cheaper, that it will bear the 
cost of carriage, and yet be preferred to the French or 
W1.SS aiticle. It may be iron, or cotton, or cloth ; and 
may le that we do not send it to France or Switzerland, 
>ut to India or China, and that India or China in turn 
tea oi indigo to I ranee, and that what we make is 
so cheap and good that it bears all tin's cost of carriage, 

'"•m ^**^**^^ benefit of our own shipowners. It is im- 
possible to trace the complicated course of trade, but one 
ing IS certain, viz. that we cannot buy the French or 

1 •ibbons without making and .selling .something 
vmch we can make better and cheaper than ribbons, and 
winch consequently brings more profit to our inai.ufac- 

urer and better wages to our workmen. If we put a 
stop to the buying of French ribbons we also put a stop 
to this better industry of our own, in order to en- 
the inferior industry of the Coventry ribbon- 
Itibbons are a comparatively sinalF iiicJustiy, 
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but wliat is true of them is true of all the larger 
elements of trade — of cotton, cloth, iron, and agricul- 
tural produce. We are all consumers, and we are all in 
some sense producers. Hegarded as consumers it is 
admitted that protection is injurious to us; but what 
is not so genera iiy recognised, is that protection is 
equally injui'ious to us considered as producers. It 
prevents us from doing what we can do best. It makes 
us produce what we produce badly and scantily, instead 
of what we can produce well and abundantly. It makes 
what VV'O buy and use dearer and worse ; but at the 
same time it also limits and reduces the business and 
profits of our producers, and the wages tliey pay to 
their workmen. 

But this is not all. One protectionist step brings on 
another. Every product of industry is a means, the 
raw materials, so to speak, of other industries. In 
making it dear and scarce we cripple them ; and they, 
in their turn, must be protected. Keep out foreign 
paper, and foreign books must be kept out. Keep out 
foreign iron, and all that is made of iron — ships, 
machinery, tools— must be kept out too. Keep out tools 
and machinery, and all that tools and machinery produce 
must be kept out also. And thus the protection ist.s get 
into a vicious circle, in wliich everybody without excep- 
tion is plundered or injured, and in winch everybody 
plunders, except the particular producer, who has such 
natural jvdvantages that he has no foreign rival. To him 
protection brings no benefit, whilst he is the victim of 
other protectionists. And yet, he is the one who if 
left to enjoy his natural advantages could and would 
do more than any other for himself and his country. 
Everything is made dear to all consumers ; and all 
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producers are resti-ictod in production. It' any -ain 
by tlie plunder it is the few wlio itain at tlie expense of 
tlie nian^’ ; and the ai^ij^regate gain by j)I under must hi; 
\eiy small as compared vith the aggri'gate loss, T)(*ai 
living is ill compensated by high wages ; and, what is 
still worse for the whole of the jM’oductiv'e classes, they 
aie prevented from making the most which nature 
has enabled them to make out of their labour and 


.M J 
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INTERFERENCE OF THE STATE IN THE FORM OF RESTRIC- 
TIONS ON SPECIAL TRADES 

General PrincipJeti . — In most of t]ie cases we have 
been considering there is little, if an^^ doubt about the 
principles which should guide the relations of the state 
to trade. That the state should enforce within certain 
limits the obligation of contracts; and that it should 
determine weights and measures, and supply a standard 
of value and medium of exchange ; is admitted by all 
civilised nations, and by all philosophers. That the 
state should not create monopolies where they can be 
avoided, and should carefully limit them, where inevit- 
able, is also scarcely disputed. That the state should 
trade itself only where pilvate interest will not supply 
what is needed, or where the evils of monopoly cannot 
otherwise be remedied, is a general maxim, in this 
country at any rate. And finally we shall, most of us, 
agree in condemning all attempts to protect native 
industry by prohibitions or differential duties. 

Rut we now approach a class of cases in which it is 
more difficult to find any leading principle. They are 
cases in which the state specially interferes with, 
regulates, and restricts the freedom of private dealings 
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in special trades wliidi are not monopolies; sotiu^t ini(\s 
for the purpose of seeing that the har^^ain is duly per- 
formed by the parties to the contiact, or by one of 
them; but more often for the purpose of "uardin,-r some 

interest outside the original dealing, and the interests 
of the parties to it. 

In dealing with this suliject I find myself inevitably 
dealing with the same class of cpiestions with whicli 
Mr. Stanley Jevons has dealt in his ti'eatise on the 
State ifi lief a.tion to fjnfyoav ; and am disposed to agree 
with liini when he sa3's (p. G) that “ AVt* must rid our 
minds of the idea that there are any such things in 
social matters as abstract rights, absolute princij)les, 
indefensible laws, unalterable I'ules, or an^’tliing wliat- 
e\ei of an eternal arifl inflexible nature;” and that 
The state is justified in passing an^'’ law, or evt'ii in 
doing any single act, which without ulterior conse- 
fjuences, adds to tlie sum total of happiness,” “ N^)t less 
true IS it,” lie says (p. M), tliat “ tlie modern Knglisli 
eitizen who lives under the burden of the revised 
edition of the statutes, not to speak of innumerable 
municipal, railroad, sanitary, and other bye-laws, is 
t-er all an infinitely freer as well as nobler c!‘oatur(' 
t lan the savage, who is alwa^’^s under tlie despotism 
physical W'ant far freer too than the poor Indian, 
wlio, though perhap.s unacquainted with written law, 

IS bound down by tlie most inflexible system of 
lafitional usage and superstition,” and that “it is 
mpossible that we can liave tlie constant multiplication 
institutions and instruments of civilisation which 
o ution is producing, without a growing complica- 
lelations, and a consequent growth of social 
feu ations. At the same time I am disposed to tliiiik 
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that though there are no absolute rules by which such 
legislation as we aie about to consider can be limited, 
there are certain general principles or tendencies, which 
in til is country at any rate, afford some general notion 
of the direction in which we should steer and do not 
leave us wliolly at the mercy of c*‘usvial winds and waves. 

Freedom tJie General Rule . — Imperfect as our experi- 
ence is, it has suggested certain general conclusions in 
favour of a larger amount of freedom — freedom of 
thought, freedom of speech, and freedom of action, than 
have been thought consistent witli tlie welfare of the 
community in earlier times. Though these conclusions 
become false and misleading, if stated in the form of 
an absolute and universal rule, they are, I think, 
suthciently well founded to warrant a general pre- 
sumption in their favour, and to throw the burden of 
proof on tliose who wish to restrict freedom. Every 
grown person of tlie average European type under 
a reasonably strong and good Government is likely to 
do better for himself in matters of gain and profit than 
the Government, or other persons are likely to do for 
him j and consequently, in general, the best thing to do 
for him is to leave him free to use his mind, his body, 
and his property as he finds best for himself. This 
maxim, or something of the kind, seems to me to be the 
sound foundation of modern political economy, and has 
in that capacity won great triumphs for mankind. It 
leaves abundant room for state interference on the 
grounds of public policy, of morality, of health, of safety, 
of the welfare of others, and even, in extreme cases, of 
the welfare of the person with whose liberty it is 
proposed to interfere. Hut it has, or ought to have, the 
effect of throwing the burden of proof on those who 
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propose interference witR lil>erty, A nmn nu;^ht to 
flee to use liis mind, liis body, /iiifi bis eoods ;is b(i 
pleuvses until it is shown that liis freedom will be 
followed by ill conserjuenccs of more importance than 
the good of which he is deprived by the restriction. 
It may be worth while to follow tin's a litth* farther, 
and point out in some detail wJiat are the consccjuences 
of restriction. 

Oo^isegiiences of nrf mrt. — In the first place, anj’^ 

1 esti iction is almost sui'o to bring some bar! consefjuences 
to the person restricted. The3' niaj^ be ver^"^ serious 
consequences, or they maj^ be ver^" sliglit, and thc^’’ may 
be quite outbalanced by other consequences ; but in it- 
self, to prevent a man from doing what his self-interest 
leads him to do, does him .some injury in pocket or in 
person. These eviks are generally of an obvious kind, 
find are generally’-, when interference is proposed, sutli- 
ciently brought to notice by tlie complaints of the 
interests affected. 

Rut in the next place, there are the unseen conse- 
quences of restriction, which, as IMr, Jevons well 
ob.serves, are often of more importance than the seen 
consequences. We do not know what amount of 
positive mischief we may be doing bj’^ specific modes of 
interference. No one supposed when the pre.sent s3^stem 
of public-house licences was established, in the interest, 
as it was believed, of public moralitj^ that it would 
lead to the creation of a large vested inter'e.st which 
renders it ver^' difficult to do what public morality now 
lequires. No one supposed when the registration of 
bills of sale was enforced by law, that it would tend to 
the encouragement and protection of the class of deal- 
ings it was intended to discourage. 
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Still less do we know what amount of good we may 
be preventing, and this is the more important considera^ 
tion of the two. It may sound like an extreme and 
absui’d case, but it is nevertheless true and good as an 
illustration, that if some extreme views which have' been 


recently promulgated concerning public safety had been 
held and enforced in the time of Columbus, he might never 
have been allowed to endanger liis crews by embarking 
them in his frail vessels on the hazardous voyage which 
erifled in the discovery of Ameilca. If the restrictions 
on joint-stock enterprise which were in favour with 
some of our older lawyers and economists had continued 
to prevail, we should not only liave been deprived of 
the widespread and gigantic development of industrial 
undertakings which has taken place in the last lialf 


century, but we should have had no idea of what we 
had lost. No one can tell at this moment what would 
happen in the way of increased production and conse- 
(juent comfort to nuinkind if all the protective systems 
of the world were at once abolished. Restriction of 


human freedom is often felt and seen to be a burden, 


l)ut our ignorance of its ultimate 
stronger objection to it. 


consequences is a far 


Again, a system of restrictive interference negatives 
1 esponsibility. It is impossible at once to dictate to a 


man what he shall do and to hold him responsible for 
the consequences. If a man is compelled to build a 
si lip, or a railway, or a house in a particular way, he 
c«innot be made an.sweralile civilly or criminally for 


any conse(|uences which may arise from building it in 
that way, however dangerous and destructiv'c it may 
prove to be. You may have the responsibility of the 
state or the responsibility of the private person, but you 
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cannot have l)otli. The Ji(ioj>tion of the one foin-es v(m 

to abandon the other. Xo jiulj^e or jury will f’m(i a. 

shipowner guilty of negligence, however flagrant, if his 

actions, ho\vevei’ culpablt', have, or even might ha^'e, 

passed the ordeal of Government supei-vision. No 

employer can Ijc held liable for conse<ju(*nces arising 

from tile misconduct of his sei’vants if the state has 

compelled him to emplo3^ tliem. This is not a matter 

of mere speculation, but of j)raetical experience, as is 

shown b^*^ tlie failure of repeated attennits to procure 

convictions for tlie crime of sending unseawmrtiiy ships 
to sea, 

Again, the gain of a I'cgulation enforced b^'' law^ is 

often more apparent than I'eal. A certain uniforniitv 

of good results is produced, but it is general Ij' a low 

aveiage. It is what the worst men in the trade can be 

compelled to do, not what the best men would do if 

left to themselves. For the motives of self-intoi'est, of 

gain, of character, and of indiv'idiial liabilit^^ a genei’al 

a^nd compulsory rule is substituted. The w'orst men will 

be made better, but the best men w ill proljabl^'’ become 

worse, and will act dowm to the rule. There will be 

moie uniformity'', but the average will most likely 
be lower. 

Again, the intervention of Government tends to make 
peisoiis less careful in looking after their own interests. 

can rely on a Governnicnt brand, T arii the less 
1 ely to take pains to see that the article I buy is 
V lat I really want. The tendency is clearly to make me 

TF' less cautious, less able to . help nl3^self. 

lis is a most important consideration. A community 

J men who are accustomed to look for every’^thing to 
eminent is likely to be less productive, less strong, 
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less noble, less able to help themselves in the struggle 
for existence, than one in which each individual feels 
the necessity of relying on himself. 

There arc plenty of other objections to different 
forms of interference, such as the risk of corruption 
amongst a host of inspectors and administrators, the 
check to invention, ingenuity, improvement, and so on. 
But I have indicated here only the great a priori objec- 
tions to all restrictions on individucal liberty’’. They are 
of course only a prioy'i objections, and do not and ought 
not to prevail when it can be shown that there are still 
greater objections to «absotuto freedom. But they are in 
my judgment sufficient to justify us in withholding assent 
to tlui proposition that there is no place for general 
propositions, or that every act ought to be judged separ- 
ately. T think there is ample ground for the general 
proposition that when it is proposed to restrict in- 
ch v id iial liberty, it rests with those who make the 
proposal to show that there will result from the restric- 
tion some positive good, or some prevention of evil 
which more than counterbalance the good which would 
result from the free action which is to be restricted. 

It is in this spirit, at any rate, that I shall speak of 
the interference of the State with freedom of action, 
which we are about to consider. 

There is one suggestion mentioned in Mr. Jevons’s 
essay which, in connection with this branch of the 
subject, seems to me to be especially important. It 
is the suggestion drawn from his own very instruc- 
tive article in the Cojitempornrp Revieii) for January, 
1880, vol. xxxvii., pp, 177-192, in which he shows 
that in many cases it is possible for the legislator 
to resort to direct experiment, and when he suggests 
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“that liofore passing any groat act of Parliament 
'vvliicli Avill involve the whole of an extensive trade or 


class in some irrevocahle and costly chantri', we om'^Iit 
to tiy experiments, and thus obtain the most direc t 
and pertinent evddence concerning the probable result.” 
T believe tliis to be a most fruitful suggestion. Tgnoi- 
anco of the real efi’ect of proposed measui'e.s is tlie 
greatest dithcult^' of the legislator. In mattei's so 
complicated and delicate, experience is often the only 
guide, and experience procured by an expei*iment upon 
a hole nation i.s too costly to be lightly risked. If it 
were acknowledged to be right and propei' to try local 
and special experiments in legislation, not only would 
many foolish interventions be prevented, but many 
good I'ules and practice.s wliich now never get an 
opportunity of proving and estfiblishing their merits, 
might be tried and brought into use. 



CHAPTER XVI 

TESTINO, BRANDING, TRADE MARKS, AND ADULTERATION 

One foi’in of the State interference with special trades 
lias for its object to make it sure that purchasers get 
tlie particular article they want, in proper quantity, 
quality, or condition. The njost extreme form of this 
interference, fortunately exceptional in this country, is 
one in which the State by general law, or local law, or 
custom, undertakes to test the character of an article 
of commerce, and to guarantee that it possesses certain 
qualities. The following are the principal cases of this 
interference, so far as I have been able to ascertain them. 

( r un-Jiarrels . — Compulsory tests for gun-barrels are of 
very early date. They seem to have existed under a 
Royal Charter granted to the Mystery of Gun-makers as 
far back as 1637, and have been continued by subsequent 
statutes. These statutes were consolidated and re-enacted 
in 1868 by the Act 31 tk 32 Viet, ch, 113. Under this 
act all barrels of guns or small arms of any kind must 
be proved and stamped either at the Ijondon or the 
Birmingham proof-house, and are not allowed to be sold 
in this country or exported unless so proved and stamped. 
The proving is in the chai'ge of bodies representing 
the trade, and fees are paid to cover the expenses. 
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iM-om the ahseiiee of eoinphiint it may he piesmiK'd that 
this system wt>rks satisfactorily to the t ra(l(\ It is to 
be observed that it is founded upon the privileges of 
die now olisolete guiUl ; and also tliat tliere is involvtsl 
in It tlie important ehmient tif public safi*ty, o\er and 

^ mei cial ailvantui^e wlndi th<* stamping 

nia^^ be supposed to give to tin* artich‘s sold. 

Chain Cables and uinchors Arfs, 1804, 1871, and 1874 : 
27 & 28 Viet. eh. 27 ; :U S: 35 Viet. eh. 101 ; 37 A 38 
let. ch. 51. — Under these modern acts ciutain public 
bodies, to wliich the Goverinnent have power to add 
>thcis, ai e authorised to erect testing-machines, and 
the.se machines are inspected and licensed by the Hoard 
of Trade. All chains and anchors sold for the use of 
ish ships must be te.sted at one of tlu'se machines 
accoiding to a scale approved by Oi’der in Council, and 
must he stamj^ied accordingly, under a penalty on hoth 
myer and seller. A contract for the sale of a cJiain 
cable implies a warranty that it has been so tested. In 
this case also there is irivolverl the (dement of safety to 
^ ^ lan life, with the addition that tli(* practice of marine 
insurance has a ttmdency to wa?aken the motives wdiich 
Would otheiwd.s(i induce the shijxjwner to provdde ad(‘- 
quately against danger amJ loss h^' seeing to tin* good- 
ness of his own anchors and cables. 

Jlcdl-markiny of Gold and SUrer Plate.^ — Under a 
urnbci of old anej confu.si^d .statutes certain gcjid ami 

r»f (i^ account of this practice will he foiiiul in the Reports 

^ ^ Committee of 1878 and 1879. Pai l. Paper.s .S2H of 

anc 191 of 1879. This Committee con<lemne<l the duty ; 

supported compulsoi'y liall-iuarkifig, but a str^oiig 

rpj ^ * ^chiding Air. (losclien, Mr. Coiii-tney, ami All*, 
lomsoii Huiikey, condemned it. 

A J 
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silver articles are required to be of a certain standard 
quality, and to be tested and marked with a certain 
stamp by certain bodies, the chief of which is the 
Goldsmiths’ Company. These statutes no doubt origi- 
nated ill the desire to keep the precious metals and all 
articles lu.'ide out of them of one standard quality, that 
quality being the quality of the metal used in the 
coinage. But in the case of gold there are now six 
dilTerent standards, which have been adopted to meet 
the requirements of trade ; and most gold articles in 
common use are also expressly exempted, A great 
number of silver articles are also exempted, leaving 
silver plate almost the only article still subject to 
this anti(iuated law. The machinery is as imperfect as 
the law. There is no security for the due application 
of one uniform test by the difl’erent bodies charged with 
the duty of hall-marking. There is also an anomalous 
and mischievous duty on silver plate, maintained 
through the medium of the hall-marking system. The 
majority of tlie Liondon trades are in favour of the 
retention both of the duty and the compulsory hall- 
mark, a circumstance which is consistent with the 
allegation that the compulsory S3'^stem tliey advocate 
is protective in its character. On the other hand, the 
assailants of the present law complain that the system 
of hall-marking, coupled with the duty, not only operates 
to the exclusion of foreign plate, but interferes with 
manufacture at home, and impedes the importation of 
foreign manufactured silver. The manufacture of silver 
plate is on the decline in England, whilst in the United 
States, where there is no halbmarking, and where the 
makers trust to their own marks, it is rapidly 
progressing. 
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Herring-brand ^ — In Scotland a system exists under 
'' hicli ofticei s of fixe Scotcli I i.shery I>oar<i examine and 
brand the casks of cured herrings of those dealers, l)ut 
of those dealers 01113% ^'bo choose to liave tlie lirand 
applied, and thus certif}^ to the (pxalit3- of tlie hsh 
contained in tliein. The expense is i>ai<l for by foes 
cliaiged to the persons whose casks are bi'ancksl. Com- 
plaints have been made by some curers tliat tlie operation 
of this S3"stem is to reduce the standard of goo<lness, and 

the ti ade j and a select committee wiis ajipointed 
in 1881 , who by a large majorit3- came to the conclusion 
that the trade generally approved the system of branding ; 
that the catch and sale of fish had increased under it : that 
although tlie operation was voluntary and accompanied by 
payment of a fee, three-fourths of the trade elected to 
submit to the brand ; and that the smaller fisiiernien 
weie in favour of it, because it enabled them to com- 
pete witli the larger firms whose produce and brands 
would be well known in the market without any official 
feUaiantee. It is to be observed that the sj'stem is 
oluntary ^ that it has been long in operation ; that 
bland is well known on tlie Continent; and 
at the majority of the trade are strongly in its 
avoui. Under these circumstances it is not to Ik; 
wondeied at that the select committee should refuse to 
istuib a system which was working so well, whatever 

a3 be thought of some of the arguments adduced in 
support of it, 

^ ? /i; Jj'utte'i Haricet . — In this important market a 

^ ^ examination and branding prevails uiKl<*r 

In piactice if not in law — pi'oducers of butt(*r 
prevented from selling it, unless it has bc(;n bramled 
* l^t'-port of Select Comiiiittee, l»arl. Paper 188J. 
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Ly an official inspector. Of this system the Royal 
Commissioners on Agriculture report as follows : 


“ The waj’^ in which trade may be hampered and its 
progress obstructed by the abuse of ari'angements 
originally designed for its promotion is strikingl}^ illus- 
traTeil by the history of the Cork Rutter Market, which 
will b(* found in the evidence submitted to your 


majesty- 

“ Whatever the value of the Cork Butter Market in 
former times to the fai’mers may have been, it has now 
ctiased to be an institution that can be favourably 
spoken of. Owing to the greater facilities for the transit 
of produce there is a much larger demand for fresh 
l)utter than formerly, .and a coi’responding diminution 
in the v.alue of very salt butter. 

“ The present arrangements of the Cork Butter 
IMarket evidently tend to reduce tlie value of the 
highest class of l)utter, and to unduly raise that of a 
lower class, so as to produce? an approximate uniformity 
in price, which is not good either for the farmer or for 
the consumer. 


“ The Cork Butter Market is in no real sense an 
open m.arket ; on the contrary, tlie control of the 
Corporation of Cork over it is illusory, and the manage- 
ment is in the hands of a close corporation, who dis- 
courage iridividu.al enterprise, and through the system of 
adv.ances to farmers, keep them in a state of subjection 
injurious to their interests as agriculturists.^’ ^ 


Obseri^ations on the above Oasea . — The first thing which 
strikes one about these cases is that they are exceptional, 
comprising only five out of the tliousands of articles 
which are bought and sold every day. The second point 
is the distinction between the cases in which the use of 
the official test or brand is voluntary, and the cases in 

’ See Pari. Paper, C. 3309, p. 2.3, 1881. 
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which It IS compulsDiy. In tin- former (lie iiiterfereiiee 
IS \eiy shglit; it is a coiiveiiienoe ollered, not an olWioa- 
ion imposed, and it is conscpiently not open to many 
o le objections wliieli apply to a eompulsorv test. 
J-astly, as regards the cases in wl.icl. the use of the 

• - ^onipulsory, it is to be obsei*\’’0(] that 

in tlie case of gun-barrels, and of chains and 
anc lois, the safety of human life is concerned, and 
simply the advantage or convenience of the pro- 
ucer or consumer; and that in the two other cases, 

VIZ those of compulsory hall-marking and of the Cork 

nn - f trlie operation of the system is eminent 

£ . ^ ^ctoiy, and affords no loj^itiinate precedent foi* 

n same kind. 1 am led to 

t lese observations, Ijecause many persons, in- 

^ ^ ‘^-niong them distinguished economists, have 

inv k* t-liese cases as affording precetients for 

D * ference of the State tor tlie pui jjtjse 

1 P^tJ’cliasers, to an extent wliicli T b(*lit*\x‘ 

sound enij.for>> is the 

ss leer economically and socially ijs well 

f which no exception should be allowed 

tees f and special reasons. Official guaran- 

sorv sold in the market, especially’’ if compub 

l->ecau j*^^fionable on many grounds, but principally 

sure o ^ self-interest of private purchasers is 

A ^ whole to produce a higlier quality and 

t’O teall ^ official test ; and because 

rcDort ^ and sell accoiding to an official 

thm'r* * of using their own judgment, weakens 

eir energy and intelligence, 

exten ‘ There is the less reason for further 

o the official branding or testing system, now 

N 
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that the State has, by legislation on the subject of trade 
marks, recognised to the full the importance of giving to 
manufacturers tlie means of making their own brands 
known and of protecting them from imitation. A quasi 
property in trade marks lias long been recognised by 
the courts of law, and the remedies for infringement 
of trade marks were strengthened by statute in 1862 
(25 & 26 Viet. ch. 88). But the Legislature hius 
carried the protection of trade marks much further by 
tlie Act 38 and 39 Viet. ch. 91, under which every 
manufacturer and trader has the right of registering 
his trade mark in a public office. This registration 
gives him at once a priina facie exclusive right, and 
after five years a conclusive ri ght, to* it, and no one else 
at home or abroad can then use or imitate it. Its 
value to him will depend on the goodness of his wares 
and the character they bear ; and the system thus 
acts, not as an official brand must generally do, as 
a premium on mediocrity, but as a stimulus to 
special excellence. The statutes above mentioned are 
supjilemented by a provision in the Customs Act, 39 
& 40 Viet. ch. 42, which prevent.^ foreign goods with 
Biiglish trade marks from being imported into the 
United Kingdom. 

Adulteration Acts . — Another form of interference in 
favour of pui’chasers is to be found in the Adulteration 
Act, 38 tfe 39 Viet. ch. 63, amended in 1869. Under 
these acts it is a crime to mix any ingredients with 
articles of food so as to make them injurious to health, 
or to mix any ingredient with drugs so os to affect their 
quality injuriously, or to sell any articles of food or 
drugs so mixed, or to sell any article of food or drug 
which is not what the purchaser asks for. If mixed 
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witli innocent in^redit'iits Uk' article must lie labtlled 
accord inirly 

LiX-al autlunities aie em|)owered to aj>jtui?it analysts, 

and purchasers of foud or druids may takt' lluau to tlu* 

public analyst to be examim'd. Jbdilic otlicers may 

olitain samples of ttjod oi* dru^s and sii limit tluan to tlie 

analyst. If the analyst jiroves tlu' article to be such 

as the act forbhis, the seller is subject to a penalty 

Tea IS to be examined on impoitation by an analyst 

appoint<Ml by the Customs, and if untit for fotal to be 
destroyed. 

This act embodies two difi’erent principles. d'he one 
is the pi’ohibition of the sale of articles wliich are in- 
jurious to health, an object which lias always Ihm'ii con- 
sidert'd to call for special intei-vention, as will apjieai* 
more fully in the next chajjter ; the oth<*r is the 
jainciple that a sellei’ is b(jund to jau’form his contract 
in ^ood faith, and to use no concealment. ANdjcn an 
adulterated article is injurious to health the sale is 
fficto criminal. hen an article is adulterated, but th(‘ 
adulteration is not injurious to health, the sellcu* is 
bound to ^dve ample notice of what he is scdlin^^ In 
this there is no otlicial interfer(*nce with freedom of con- 
ti act as generally understood- dhcfui'ther provision for 
examination by a public unal 3 '^st only ])i-ovid<‘s a sum- 
mary and easy mode of enforcinj^ both bi'anch(‘s <if the 
act by means of a trustworthy expert, instead of havin;^ 
iccouise to the expensive and ineflicient I’eined^" affordt’d 
by the common law in the shape of a tidal hefort; a 
juiy assisted by what is known as scientific c\'i(ienco. 

To similar principles may be referi'od an act of last 
.'tcssion, 4o 4G A^ict. ch. 41, s. G, \vliicli rc<juir(*s 
adulterated coffee to Ikj so laVxdlod as to i^ive notice to 


N 1 



180 THE STATE IN ITS RELATION TO TRADE CH. xvi 


the purchtuser of the substances with which it is 
adulterated. 

Also an Act of 1866 (29 Viet, ch, 37) which requires 
sacks of hops to be marked with the name of the 
grower, the quantity and the year of growth ; and 
prohibits the packing of foreign hops in English 
bags. 

Also a clause in the Customs Acts, which requires 
foreign plate to be marked with the letter F. 

Also an Act of 1869, 32 and 33 Viet. ch. 112, 
amend(Ml in 1878, which make.s it a criminal offence to 
kill or dye agricultural .seeds, or to sell seeds so killed or 
dyed with intent to defraud purclnisers. 

Of some of these provisions it may perhaps be 
doubted whethci* they are, as is generally professed, for 
the protection of consumers, or for the protection of 
certain classes of producers. 



CHAPTER XVTI 


INTERFERENCE OF THE STATE WITH 
ORDER TO SECURE HEALTH 


SPECIAL TRADES 
AND SAFETY 


IN 


In the cases we have been considering, the inter- 
vention of the State is supposed to have foi* its 
principal object or one of its principal objects tlie 
protection of the purcliaser in the perforniancc of 
the contract. It interferes to see tliat he gets wliat 
he bargained for. Rut tliere is another lai'ge class 
of cases in which the State intervenes witli a view 
to some object outside the contract, generally for pur- 
poses connected witli liealth or the protection of human 

life, and in some cases, for the purpose of preventing 
serious annoyance. 

In some cases it is for the purpose of protecting the 
workman or others employed in tlie business, as is the 
case with the Pactory Acts, the Mining Acts, and a 
ai’ge part of the Mercliant Shipping Acts. These cases 
have been already discusse<l by Mr. Stanley Jevons in 
his TreatUe on tJie Relation of the State to Labour, and 

therefoie need only make a general reference to 
them. In a second class of cases the persons to bo 
protected are the purchasers and users of some 
Qoininodity or convenience, such as passengers by ship 
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or railway, wlio are or are supposed to be unable to 
protect tlieniselves, Tn a tliird class of cases the 
persons to bo protected are persons outside the special 
business concerned, who may be injured in life or 
health or otherwise prejudiced by the manner in which 
it is carried on. The different cases however run into 
one another, and it will be suflicient to mention them 
sliortly unrler the heads of the subject-matter with 
wliich tliey are concerned without distinguishing too 
curiously the special chisses who are to be protected. 

The principle of interference for the purpose of 
seeming life, health, and freedom from annoyance is 
well known to the common law. For private injury 
arising from culpable negligence on the part of a trader 
there is a remedy by civil action for damages, and often 
also a further remedy by criminal proceedings. For 
('very thing in the nature of a public nuisance — a word 
of very wide and ilLdefined meaning — there are also 
remedies at common law. But these common law 
remedies have been found insufficient, and modern legis- 
lation has surrounded a number of trades with special 
regulations and conditions, and has often enforced these 
conditions by the appointment of in.spectors whose 
business it is to see that the law is enforced. It cannot 
be too often repeated that these remedies, though gener- 
ally stated in the statutes which create them to bo 
cumulative, and to be an addition to those of the common 
law, are and must be really in substitution for those 
remedies. W hen the State prescribes the way in which 
a thing is to be done — still more, when by its own 
ollicer it certifies that the thing has been done, it cannot 
afterwards hold tlic doer liable for the consequences. If, 
therefore, the precaution ordered is unwise or ineffectual 
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it niJiy prove to litvvo Jiii ('iVect to tlu^ eontrai v iit wlial 
wjis intended. Ships may he sent to tlie bottom Itv.Xet- 
of Parliament, and no one is tt) blanu*. ^Mtlionirh this 
is no sound argument .against int(‘rference wIkmh' inter- 
ference is shown to be both wise and necessai v, it is an 
argument wlrich, independently’^ of any consideration for 
the interests of the trade whioli is interfered with, 
should make philanthropy cautious in the selection of 
those regulations and insjK*ctions which it so constantly 
and pfission.ately advocates. 

There is one form of State interference wliich is open 
to none of these ol)jection.s, and which h.as Ix^eii 
considerably extended of late, viz., that of public iTupiiry 
into a casualty or death, with the view t)f ascertaining 
the causes. The effect of such an incjuiry is twofohl. 
If the Ccusualty has happened from culp.'ible negh'ct or 
default, it brings home the fault to the culpable pai'ty, 
and often exposes him to jtctions for damages or othei- 
proceedings. If the accident has aristm from prevent iblc^ 
causes it helps the p.arties interested to provi<Ie against 
similar causes in the future. Such inrjiiirit'.s are fouiKled 
on the same principle as the old coroners’ infjucsts. 
Tliey have been applied in different forms to outbreaks 
of disease ; to ships ; to I'ailways ; to mines ; an<l in the 
last session to boiler explosions ; and will probably 
still further receive application. 

I proceed to give shortly a list of some of the princi- 
pal instances of the special State interferences with 
tiwle, to which this chapter relates. 

Shijis . — To State interference with shipjiing for j>ur- 
poses of safety, I need only I’efer here, .as it is moi*e 
fully de.sci'iV)ed above in Chapter XTTT. 

liciiltvaya. — In the c.ast^ of railways, thf‘ p(*niianent 
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works and all their adjuncts must be inspected and re- 
ported to be safe by an officer of the Board of Trade 
before tlie line can be opened for passenger traffic. 
After the line is opened the Board of Trade have 


power to inspect it, and report upon it. The Board of 
Trade hav'c also various powers with respect to the 
crossing of railways, including a power with respect to 
railways authorised since 1863 to require a bridge to be 
substituted for a level crossing. They may give power 
to take land to prevent immediate danger, and may 
require screens to be erected to prevent horses from 
being frightened. 

The Board of Trade also require and publish returns of 
all ficcidents, and have the power of inquiring into the 
causes of all accidents on railways, A'c. This important 
power is constantly and regularly exercised, and the 
results are made public. 


/ — Before a tramway can be opened for 
pass(*nger trallic it must be inspected by an officer of 
the Board of I radt' and certified to be fit for use. The 


Board of li*ade ha\'e also power to allow or disallow 
bye-laws regulating the use of a tramway | and, in the 
case of proposals to use sfx'ain on tramways, to grant 

licenses under such conditions as may be needed for 
public safety. 


IfoeAtiety Carriaf/en are subject to license, inspection, 
and regulation, both in London and in other towns. 
The case is worthy of special notice because it is one, 
and perhaps the only one, in which, there being no 
monopoly or privilege, the State, in regulating the ser- 
vice, also fi.xes the price. This point has been adverted 
to above, in Chapter VIII, 
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IJyiivhof esotnc lunxL - — PuUlic olTu'i'i's aiit lioi ist'tl tt> 

inspect and examine all articles of food t'xpt)si'd for 
sale, and if they ajvpear to lliein tt» ht' lui wholesome or 
unfit to he used as food, may seize them, and takt? the 
articles and their owner before a C’ourt of Summary 
Jurisdiction, which may order the ai'tieles to he dest roved 
and may fine the owners. 

The adulteration of food anti druijfs lias V>een referred 
to in the previous chaptei*. 

0(lensive Tra<lef <. — Certain trades which ait* oflensive 
to the neiijhhourhood — such as those of hone-hoilers 
and tallow-melters — cannot be established witliout the 
consent of the local authority, .and if already' estal)- 
lished may be suppressed, if tliey aie proved to he a 
serious nuisanced 

— The acts relating to contain v.irious 

stringent provisions against allowing the waste products 
of gas manufacture to become a nuisanct? by fouling air 
or water.- The case deserves special notice, because 
the waste products of gas liave, by recent discoveries, 
become the raw materials of dyeing stufls, creosote, 
artificial manures, and other products, the making and 
sale of wliich promises to be, if it is not alread^^ as prolit- 
able as tlie manufacture of gas itself. The secorulary 
(?flect of the statutory provisions which prevent tliem 
from being thrown into and polluting our ri^'ers has 
been to quicken invention, and promoU* jirofilable ti'aile. 

Electric hifjhting . — Py a statute pas.scd last Session ( lb 
46 Viet. ch. 56), provision is made tliat in each 
license or order for electric lighting regulations shall 
lie introduced to prevent danger by fire, electric shock, or 


» Public Health Act, 1875, §§ 116 to 119. 
- Public Health Act, 187.7, g§ 112 to 116, 
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otliorwise; and tlie Hoard of Trade have, in addition, 
power to make such fui-tlier regulations as tliey think 
necessary for these purposes. 

Chr.mlral ]V<>rks . — Jiy the 44 tfe 45 Viet. ch. 37, 1881, 
it is provirled that in order to prevent tlie escape of 
noxious gases, whicli are ti nuisance to the neigliboiir- 
hood, works for manufacturing alkali, sulpliuric acid, 
nitric acid, chemical manure, sulphate or muriate of 
ammonia, and bleaching powder or liquor, must be 
registered, and must be inspected by a Government 
oilictu’ to see that the act is obeyed. In certain cases 
specific rules and conditions are made for the conduct of 
the manufacture, and in other cases it is m<Kle obliga- 
tory on the manufacturer, under severe penalties, to 

use tlie l)ost practical means to prevent the escape of 
noxious gases. 


Smoke. — Under the Public Health Act 1875, ss. 91, 92, 
fuinaccs in manufactories which do not consume their 
own smoke, and chimneys, not being the chimneys of 
private dwelling-houses, which send forth black 3moke, 
aio <Ioclared to be nuisances, and local authorities are 
empowered and required to abate them. 

E.vpiotilves . — By the Act 38 Viet. ch. 17, 1875, 
\eiy elciboratc provisions have been made for regulat- 
iug, tind in some cases preventing altogether, the 
manufacture, storage, carriage, and sale of gunpowder 
and other explosives. The administration is in the 
liands of the Home Secretary, aided in certain cases hy 
the Board of Trade, and also by local authorities. 
Provision is made for inquiries into accidents. The 
object is, of course, the public safety. 

nuildinfjH . — Under the Public Health Act, ss. 155 to 
160, local authorities have the power to determine the 
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line of front a<ie of lunisos wliioli Jiri' rebuilt- ; and t‘* 
rep^ulate the Nvidth of new stivets^ tlu' st iaiet ure ot n<’w 
V>uildings, the space which is surround them, and tluui’ 
drainage. 

Powers for similar purposes are given to the l<>cal 
autliorities in Pondon, st) that no one can add to his 
house without tlie leave of an othcial survevt>!'. 

IjOf1yi'tig-ho}ises. — r>y tlie Public llt^altli Act 1 h * 5, ss. 
71 to 90, the letting of cei’tain cellar dwellings is 
prohiViited altogether, aufl local authorities are r(*([uired 
to keep a register of, anti to inspect and rt'gulate, all 
common lodging houses. The^^ are to fix the number of 
lodgers, anti tt) see that cleaid incss, ventilatit>n, and 
water sup{)ly are prt)vi<letl, ami that precautit>ns are 
taken tagainst the spreatl of tlisease. 

It has alreatly been noticed in Chapter X. that muni- 
cipal autliorities have in cei’tain cases power to pull 
down bad houses and supply workmen s dwellings 
themselves. 

JiaheJio'nsea. — Py 26 tt 27 Viet. ch. 40, 1J^64, sjK'cific 
regulations are matle for the cleanliness of liakeliouses, 
and for separating them from sleeping places, and local 
authorities are required to enforce tliese regulations. 

— Under an ^Vet of IHl/ (1^ ^ 
Viet. ch. 34, s, 135, and 125 to 131) these must ho 
registered and licensed by the local authority, ancl are 
subject to inspection and to regulations to he mafic by 
the local authority for the purpose of preventing criudty 
Jind preserving cleanliness. 

Puhlic-ho'iises. — It is neetlless and impracticable in a 
treatise of this nature to do more than refer to the well 
known and much deV)atefl laws by wliich tiie Statf^ has 
interfered with this gi'oat trade. It is a very reniJirkahle 
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case, because the State, anxious as it lias no doubt been 
to promote public health and morality, has managed by 
its interference to create a gigantic vested interest 
partaking of the character of a monopoly, whose 
political influence and power is such as to render it a 
matter of the greatest difficulty either to introduce 
freedom of trade, or to impose further regulations and 
restrictions in the interest of the public health and 
morality. 

Theatres , — Under an act of 1813, (0 tfe 7 Viet. c. 68), 
every theatre in London or in any place where the 
Queen resides must be licensed by the Lord Chamber- 
lain, and in other places by the Justices of the Peace. 
Rules may be made for the regulation of the theatre, 
and in case of a breach of the rules, or other miscon- 
duct, the license may be withdrawn and the theatre 
cl<)sed. 

All plays must lx* submitted to the Lord Chamberlain 
foi- liis approval before they fvre acted, and he may 
foibi<l any jjlay to be acted wliich he thinks injurious 
to good manners, decorum, or the public peace. 

In eflect the Censorship over the stage is complete 
and absolute. 

Cattle . — By various acts, and now by 41 & 42 Viet, 
ch. 71, 1878, known as the Contagious Diseases 

(Animals) Act, very stringent regulations have been 
made to prevent the spread of disease in cattle. The 
following is an oflicial description of its purport : 

First, in regard to home stock, the act deals most 
stringently with disease in the homesteads, and seeks 
to confine infection to those centres, leaving 'the 
movement of animals in the country generally as free 
from restriction as possible. Animals found to be 
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att’ected with pleuro-pncuint)iua t>r toot and mouth 
disease, or swine fever, in a market, railway station, 
grazing park, or other like plact‘, oi' during transit, are 
to be detained ; but those which ha\’e beiai h<‘r<lod 
them are it'ee to vioi'c as if no tliseast^ had Ix^eu det('ct(*(l. 

►Secondly, in regard to the* foivign animals trade, the 
act proceeds <.)n the assumption tliat all import(Ml stock 
is to be slaughtered at the plact‘ t)f landing, leaving to 
the Privy Council a certain amount of discretionary 
power, guarded, however, by strict ctuiditions, to pro- 
hibit importation altogether from some count rit's, and 
to permit it undcu’ modifuMl r(*strictions trom oIIum's, 


Geixetal Ohse fvnt . — The abo\'c does not preteiul to 
be a complete or exhaust ivt* list of State interferences 
of this description, and if it were com[>lete to-day, it 
would be incomplete to-inoi'i’tjw, for innv circumstances 
constantly call for fresh intei'fei’ence. There is in it, 
however, enough to show that the State will and does 
interfere whenever a strong enough case is made out. 

As to the result of this kind of interterence it is 
ditiicult, if not impossible, to give a general or an abso- 
lute answer. In many of tlie cases mentioned, probably 
in most, the intei'feronce has no doubt to some extent, 
directly or indirectly, eflected its pui'pose. Xo call 
public attention to an evil is in itself a remedy',’ was 
the observation of a wise minister; and tbc* passing of 
a law may have a powerful effect even if not actually 
enforced. But I believe that it would, in most of the 
above cases, be extremely difficult to ascertain po.sitively 
by examination of the results how far tlie interference 
has been successful in effecting the oVjjects for \vhich it 
was intended. Our present statistics are of little value 
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whero the causes of the facts which they record are 
numerous and complicated. Post hoc for jyropter hoc 
is the coinmoiiest of fallacies, and as the statistics 
are generally collected by the same hands which 
administer the remedies, there is abundant room for 
self-deception, T have tried very hard to ascertain 
the results of the laws which for half my life I have 
been helping to administer, and I am quite unable to 
say with any degree of accuracy what amount of evil 
has been prevented by them. Still more difficult is it 
to say whether, with the evil, any and what amount 
of good has been prev'ented. These observations are 
made not for the purpose of preventing interference, but 
of showing the need for caution. 

The ever-increasing complexity of our society; the size 
of our towns ; the congregation of many men in small 
spaces ; the vast ness of our industrial organisations, 
and the consequent difficulties of exercising free indi- 
vidual action, and of enforcing individual liability ; the 
progress of knowledge, pointing out dangers in com- 
mon life wliich in former times were not apprehended 
and which can often be successfully attacked only by 
some form of common action such as the State alone 
can supply ; the progress of invention, wliich brings 
with it, not perhaps greater danger to life, but danger 
to life on a larger scale ; all tliese point to necessities 
for increasing intervention on the part of governments, 
central or municipal. But on the whole, the danger 
at piesent appears to me to lie in the direction'^of 
too much restriction, not of too much freedom. Legis- 
lative mterference cannot be too cautiously applied. 
Theie is the great difficulty of making any general 
rule which shall apply to the infinite variety of human 
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dealings and circuinstaiicos, in tht' Ix'st known 

and commonest trades; and there is the still greal«‘r 
difficulty of foreseeing future eircunistanet‘s, and of 
altering I'ules as'^ tlu* ever-ehanging eireuinstaiiei's ot 
all trades require. If, as is tretiutuil tlu* ease, <in 
attempt is made to meet these diffieulties hy giving a 
power of discretionarv interference to a j)uhlic dejiai t- 
ment, the effect is to gi\'e the depaitnuuit ahsolute ami 
arbitrary pow'er. It must be remeiulK’ied that in tlu^sc* 
technical matters the collective wisdom of a govern- 
ment department in a sjiecial case, means gmierally tlie 
wisdom of the particular inspector or «^>ffic(n' wlio lias 
examined the ctvse. In proportion as the actum is 
transferred from him to the highei’ officers of the <l(’pai t- 
nient, the special knowledge of tlie case diminishes also. 
A memVier of the cabinet cannot be exjiectisl to know 
much about the strength of a particular boiler, or the 
efficiency of a given safety-valve. 11u*se obj(*ctions 
to intervention impi*ess themselves sti’ongly on those 
who, like myself, have been engaged in central adminis- 
tration. They are met to some extent by transh^ri ing 
tlie responsibility from the central government to local 
authorities ; and, as will V>e seen fi'om the for<*going 
references, recent legislation has taken a strong turn in 
this direction. That it has done so is well, not only foi 
the matter in hand, but for the general political futuic 
of the country, which depends so largely' on the sound- 
ness and vigour of our local institutions. 

There is, however, another objection which is not met 
by any transfer of the jjower of intervention to local 
bexlies ; the objection, namely, that it may unduly 
restrict individual freedom. This is a subject on w Inch 
it is difficult to avoid misuiulerstaiuling. 1 he saeied 
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name of freedom has been largel}^ used of late by those 
wlio were not formerly its friends, to uphold a very 
different cause, viz. the sanctity of vested interests. 
Witli such adv'ocacy of freedom I have no .sympathy. 
But that tlioi-e is a real danger to true freedom, and to 
tlu^ sort of chai'acter which it ci'eates, in the constant 


demand for 
Tr(?at grown 


Government interference, I cannot doubt, 
men or women as incapable of judging and 


acting for tliemselves, and you go far to make them 


incapable. Our daily life is beginning already to be 
hedged round by inspections, regulations, and prohibi 
tions. The coming democracy has much of promise in 
it ; but one of its failings is impatience. It cannot bear 


to see an evil slowly cure itself, which can, as it 


imagines, be cured at once b^’^ the use of its own over- 
whelming force. It is passionately benevolent, and 


passionately fontl of power. To preserve individual 
liberty in trade, as in other matters, from the impatient 
action of philanthi opy, will probably be one of the great 
difficulties of tl le future. 



CHAPTER XVTTT 

T A X A'r 1 1) X U F R A I ) K I > Y Til K SI' A T K 

All taxation lias a tiMidency to rodiuo trade*; it 
diminishes tlie means of l)uvin;j; aii<l sellinir, and con- 
^ erts what ini^lit he used f<n' tlie purjxjst? of prod net it >n 
and exchange, to j>ui*j)oses wljich are immediately 
unproductive. But it is scarcely necessary to say that 
ti'ade reaps tlie full benefit of jutlicious Oo\'ernment 
expenditure on law, on police, on education, and alst) 
fi'om expentliture on the army and navy, so far as these 
fire properly used foi* purposes of defence and protection. 

But this is not the place to discuss the generfil effect 
of taxation, or the nature and merits of different taxes, 
find the indirect modes in which they affect trade. It 
will be suflicient here to point out what are the taxes 
levied by our Gov'ernnient which directly affect hu3’iiig 
and selling. They consist, in the first place, of taxes on 
commodities, which raise the price to the seller, and 
vvhicli thus contract sales, and reduce coiisuniption. Of 
these there are — 


1 * -PfxxGH o7i co7}i}yio(Zities iiyiporiect J'vom nh^'ocicl. 

Tea produced in 1881 £:1,974,000 

* • • * ♦ . 189,000 


Coffee 


o 
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Cocoa . . . 

Dried fruits 
Spirits . . 

Wine . . . 

Tobacco . 
either articles 


^ 52,000 

517.000 

4.223.000 

1.336.000 

8.838.000 

650.000 


2, Oft coffimodities prorhircd in the coftntry. 

Spirits produced in 1881 XI 4,2/ 3,000 

Beer . 8,530,000 

Gold and silver plate 68,000 

In the second place there are license duties on the 
followiiiii trades: sellers of beer, wine, and spirits; 
distillers, brewers, keepers of refreslinient houses, dealers 
in game, auctioneers, pedlars, pawnbrokers, patent 
medicine sellers, dealers in gold and silver plate, playing 
cartl makers, tobacco manufacturers and dealers, vinegar 
makei's, which pro/luced in 1881 ujiwiirds of X2, 000, 000. 
These must of course be recouped out of the profits of 
tlif'ir respectiv'e businesses, and therefore add to the 
price of the articles sold. 

In the third place there are stamp duties on commer- 
cial transactions, which pro tanlo reduce the profits and 
increase price. These arc levied — 


On Bills and Notes, producing in 1<S81 

On Receipts and Cheques 

On Marine Insurances 


X75G,000 

889.000 

141.000 


In the fourth place there is the railway passenger 
duty, which in 1882 amounted to X798,333. It is the 
anomalous remnant of the taxes on various means of 
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locomotion which formcily existed, nn.l it is open to 

ohjection onuecount of the exemption from it of what are. 

called cheap parliamentary trains, ami the diflicidlies 

which arise from that exemption. But it is in mo.st cases 

a tax not so much on locomotion, or on ptissengers, as 
on mil way divi^lcn< ^^^. 

It IS to be observed witli respect to tliese taxes tiiat, 
putting aside alcoliolic liquors, the articles of food now 
taxed are tea, coffee, aiul cocoa ; and that tobacco and 
alcoholic licpiors, Ijotli of which may ))c considered 
luxuries, produced togetlier in ISSI ^;i7,000,000, or not 

far from lialf of the i:8D,8S2,000 which constituted our 
whole national income. 

None of the above taxes ai-e levied on wliat are 
usually known as the raw maLt..rials of our ordiiuuy 
manufacture ; nor are any of them, unless it be the 
excise on alcoholic lif^uors, taxes which necessitate the 
vexatious interference of the exciseman in the processes 
of manufacture. Nor are any of these taxes of such a 
nature as to protect English manufactureis against 
foreign competition. When a tax is leviefl on an 
imported commodity, such as alcoholic liquors, a similar 
tax IS levied on the same articles produced in the 
countiy. Nor are any of the taxes cm imported articles 
intentionally differential as between one foreign country 
and another. In the case of wine, the present alcoholic 
standard is thought to give advantages to the light 
wines of France over the stronger wines of 8prin, 
Portugal, and the colonies. But this differential effect 
was not intended, and will proljably soon be remedied. 

ina ly, the whole tariff is one of great simplicity', 
when compared with most foreign and colonial tariff's 

As regards local taxation, there is little in this 


o 2 
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country which can be said to be a direct burden on 
trade. 

By far the greater part of the expense of local 
government is paid for by direct rates upon property.^ 
The whole sum raised by local taxation in 1S80 was 
X8b04:3,100, and of this X25,92G,94:3 was raised by 
rates. Of the remainder, X437,9-IG consisted of the 
duties on coal, wine, and corn, levied by the City of 
Bf)ndon, which are applied for metropolitan improve- 
ments ; and the reniaindei*, X4, 078,211, consisted of 
rents of propeiTy belonging to local authorities and 
tolls. Of these tolls all, or almost all, are special 
pavments for special services rendered to the special 
trades which pa^?^ them, such as tolls for the use of 
niarkt'ts, bridges, ferries, and roads ; and light, 
pikttage, and harbour dues. If the amount of the 
rec('ipts for special services rendered and > for rents, 
which arc not given separately in the return, Avere 
deducted from the sum of X4,G/8,211, the sum re- 
maining would be very small, and the Avhole amount 
received in the shape of taxes on articles bought and 
s«>ld must come out of this sum. In fact, including the 
X4 3 7,9 4 6 of London dues, the taxes levied on trade 
hy local authorities for general purposes, do not 

prtjbably amount to half a million. 

^lany persons Avould be glad to see the taxes on tea, 
coffee, and cocoa, abolished. But we may fairly say 
that our taxation, both general and local, has been so 
arranged as to thrttw no undue burdens on trade. 

1 See the return of local taxation contained in Parliamentary 
paper 11'2, 1882. 



CHAPTER XTX 


THE STATE AXn TRADE IN WAR 

K liavo Ivitliorto boon consi(l(M*imjj the rolatioits of 
the State to t!’a<]e in times of jK'ace ; but tlu' State lias 
also special relations to trade' in time of M’ar, or apjire- 
hendeel war. Tn considering tlu'se* we must Ix'ar in 
mind what has beensaiil in an earlier chapter concoening 
the trading position of England amongst ot Ihm- nations. 
We have incomparably the largest stake* in the* cejia- 
merce of the wejrlei ; we have the large'st quantity of 
foreign investments, most of which are maele by' nu*ans 
of the export of goods, and the profit on which re*turns 
to us by the import eif gooels ; we* have the* lai'sre's^ 
e^uantity ejf propc'rty liable to capture anel ele*struciie)Tt 
at sea ; we have* a mercliant navy, one of enir me>st 
important industries, which is more than eejual tej thej 
mei chant navie*s of all other natiejns. It is therefeu'e* 
our interest, far morej than tliat of any other nation, 
to try to make tlie laws of war such that tht'y shall 
elo as little harm as possible* to peaceful trade. 

W e have*, it is true, a war navy mejre pejwerful than 
tliat of any other nation, and greate*r means than an^' 
other nation of making it still me^re powerful ; anei I 
fully believe that our supeidority in this I’cspect is as 
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"re.at as it ever was. But great as our power 
at sea unquestionaljl^’' is, its ability to injure an 
enemy b}' dostroj'ing his trade is limited ; and its 
ability to defend our own merchant shipping at sea 
is limittHl also. Add to this that our investments 
are so widespread and all-pervading that we should 
never know whether in destro^dng an enem3’^^s pro- 
]>ert3’^ *we were not destro^dng our own. It was said 
tiuit the timber which we desti’03’’efl in Russia during 
the Crimean war belonged to Enijlish merchants. Had 

'll? 

we gone to war with the United States about the 
Trent or the Ahihama, and made prize of ships sailing 
from tiie East to New York uiifler the Stars and 
Stripes, we sliould have been destro^dng the security 
for advances made by London merchants. Alodern 
trade is so universal, so complicated, and so connected, 
that the loss of one trading nation is the loss of all ; and 
as wo are the greatest traders, and the greatest capital- 
ists, we should generally’’ and probabl^^ suffer most 1)3'' 
any great injiuy to trade. It is important not to lose 
sight of these facts, because tluu'o are those amongst 
us who regret an3’' restriction of the belligerent rights 
which were formeil3^ exercised 1)3’’ ourselves and others, 
and who think that a full restoration and stringent 
exercise of those riglits would lielp to maintain our 
trading superior it3^ Bearing then these general ob.ser- 
vations in mind, let us consider the various cases in 
wliich war affects trade. 

J^e.^trictiona on Exports rnul Imports. — Eirst then there 
is the case where we apprehend danger either at home 
or abroad, with or without actual war. To meet such 
cases the Government has power under the Act 39 and 
40 \ ict. ch. 3 G, §§ 43 138 , to forbid the importation 
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of anus, ainininiit ioii, ‘^unj>inv(lrr, ollu'i* jLjoods, .ind 

also to tiu' exj>ortiit ion of arms, aiiimunit ion, 

stores, ami food. 

I'iH'cAtjii K nl i.ctmpnt Art.- — Second Iv, there is tlu' case 
when we ar<‘ at peace and otiu'r nations aiti at war. 
Jn this case (lie Statt* dot's not intt'rft'ie with 
tn'tlinaiy tradt'. AVith tlu; exception nu'ntiont'tl lu'low, 
Hnglislnnen are frt'e to trade as tlu'^' j>U*ase wdth eitla*r 
hellii^erent, subject to the clianct* of captiii’t* hy thti 
titht'r Viellii^eren t if tlu'y hrt'ak lilockatit' or cany ctjiitra- 
band of war. lint tlu' thmlish J^Au t'iLfii ICn list men t ..Act 
(1«^70) forbids tlu'in to build, or (*»(uip, oi‘ d(‘sj>atch a 
slii]) which is to lie ust'd in tlu^ naval serx ict* of i-ithei* rtf 
the belli ^ert'nts ; or to add to the t'tpiipmt'iit of any ship 
( >f w ar of either of the bi'lligerents (mt'aniiii^ by e<|ui]>- 
ment, tlie furnishing of arms, ammunitit>n, jirt) visitms, tu- 
stores of any kind). Th<*se prohiltitions art' t'nforct'd 
by penalties, l>y strinijt'nt pttwers of st'i/.urt', and by 
forfeiture. Tliis act, wdiich amends and st rt*nt(t h<*ns 
the act previously in ft>rce, xvas passtsl after thti 
American civil war, anti in consetjuence of the diliicultitvs 
wliicli had arisen in th<i case of the AJuhiona ami other 
similar sliips. Coupled with other t*nactments it enables 
our Covernment to cany into effect the substancti tif 
the ct'lebrated three rult's adopted in the AVashini^ttui 
Treaty, wdiich in general terms bind each nation to ust* 
due tllli^ence to prt'vent the fitting out, arinin^, or 
etpiippinj', or dt'parture, of aiy' vessel wdiich is intendetl 
or adapted to carry on w’ar at^ainst a pow'cr witli which 
it is at peac(‘, and not to allow either belligerent to 
make use of its ports as tlie lit'ise of naval operations 
against the oLlier. Tliese rules, as is well know’ii, wa*re 
adopted by England and the United Htates, and w'ere to 
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havo Ix'en propostvl to otlier n.ations as part of the 
t^eneral in.aritiino law of the world. It is deeply’' to be 
i-egre tted tliat preposterous claims for compensation on 
the one side, legal mismanagement on the othei% and 
general bad temper between the nations, prevented the 
Alai Kima Treaty — in itself one of the noblest and most 
successful attempts ever yet made to put an end to 
Ttational quarrels l>y conciliatory means — from being 
crttwned V>y a settlement of a disputed point of inter- 
national law, which would have been an immense gain 
to the tra<le of the worhl general 1^^, and especially to 
that of tl lis country. It is obvious from what has 
been said before, that no nation lias so great an 
interest as we, with our enormous property afloat, 
have in circumscribing the operations of hostile cruisers. 
We have numerous ports ourselves all round the globe 
at which our own cruisers can refit and equip. Other 
nations, with wliom we might go to war, would not be 
so well off’, and would depend for their powers of 
car lying on operations against our trades on the 
fac ilities gi veil to them for obtaining coal and other 
stores in neutral ports. To limit such facilities is of 
the utmost impoi‘tance to us, and .any loss we might 
suffer hy being proven tori, when neutrals ourselves, from 
supplying stores to belligerents, would be a trifle in 
comparison. It is mucli to be desired that the three 
rules, or some rules emboflying the same jirinciples in 
better and clearer language, should be revived on some 
fitting occasion. 

Ulochadp^ Coritnthand of War^and M<iritimn Capture . — 
Thirdly, there is the case where we .ai’e at war our.selves. 
When this is the case British subjects are not allowed 
to trade with the enemy, or with the enemy’s subjects. 
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wlioii %ve iiro at war, it is not so niiu'h tlio action of 
our own State wliioli affects oui- trade, as tlie laws and 
principles which the "ovt*rninents of all civilised nations 
have rocoixnised as reirulatinuf tlu; mode in wliicli one 
eneni)’' ntay seek to destroy the commerce t>f tlie t>tlier. 
The three principal weapons whicli iii ter national law 
recognises as proper to he emplo^’^ed hy a })eIIiL(er(‘nt 
for this piirpt)se, are blockade, scnzure of ctintrahand of 
war, and maritime capture. The two former are 
employed against tlie tradti of the enem}" carried on 
under a neutral flaiC. Under the law of mai'itime 
capture an enemy seizes and makes prize of tiu‘ sliij) 
whicli carries the fla^ of the other bellii^erent, howevei- 
and wherever emplo^’^ed, so loni^ as she is not within 
tlie territorial jurisdiction of some lU'utral countiy. 

Hy the law of maritime blockade, either bellii^erent 
may declare certain ports or part of the coasts of the 
other bellisierent to lie in a state of blockade, and 
if this declaration is supported by a suflicient blockad- 
in'^ force, may capture any neutral ship which attempts 
to carry on tnule with the blockaded jiorts. As a 
weapon of offence against Englisli trade, blockiwle is 
not likely to he eflicitmt so long as we retain our naval 
superiority and are able to drive away a blockading 
force. As a weapon of offence in oui‘ own hands it is 
likely to he of i(»ss value than it formerly was, because 
the facility of transpiirt hy railway throughout the 
whole of the continents of Europe and North America 
(uiahles goods imported and exported thrt»ugh neutral 
or distant ports, wliich are unairected hy the hlockatlt?, 
to be carried to any part of tlie contiruuits, ami thus 
makes the blockade of a limited portion of the coast 
ineffectual. 
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Under the laws relating to contraband of war, an enemy 
may seize arms and munitions of war and stores which 
are to be used for warlike purposes when found under a 
neutral flag and intended for tlie service of the other 
belligerent, and may make prize of the ship. But this 
weapon, wliether in our own hands or in that of our 
enem 3 % likel^^ to l)c a less etticient weapon than it 
formerly was, because coal and iron will be the most 


important of the articles wliich nia^^' be tre<ited as 
contraband of war ; and these being, as tlie lawj’^ers 
say ancipUls anrl needed by all nations for 


purposes of peace as well as of 
diflicult, when they are found ur 
fix the carriers of them with a 



it will be v^eiy 
neutral flasr, to 


warlike intention or 


destination. 


Tlie most important however, of the.se laws, is 
that of maritime capture. Under tin's law a bel- 
ligerent has at sea a recognised right — which he 
does not po.ssess on land — of taking and appropriating 
the private propeity of his eneiy^s subjects. This 
right has been much altered and limited by the Treaty 
of Paris. That treaty effected two great changes. 
It provitlfKl that the flag should cover the good.s — that 


is, that an 
si Kill not be 
been alwa 3 \s 


enemy’s cargo carried in a neutral ship 
lialile to capture. This doctrine has since 
acted on, and though the American.s were 


not parties to the treaty-, it will no doubt be recognised 
ly all nations as the maritime law of the civilised 


world. The second change was that privateers — that 
is, private persons cruising for their own profit, under 
licences from their own government — should no longer 
be allowed to make captures. I^y this provision tlie 
United States refused to be bound, unless on the 
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contlition, which was refused )»y us, tliat juivate 
proporty at sea should 1 k‘ exiMUpt troni capture’ alto- 
gether. 

The result of the law of luaritiiue caiUure, as it now 
stands, upon ourselves, is as follows : 

Hegarding luarit iuui cajiture as a wea]>on <tt ollence' in 
our own hands, we shall he ahle to injure tlie nuuchant 
navy of our enemy, hut not to destroy liis trade, wliich 
will 1)0 carried on safely undi*r a neutral Hag. liegardeel 
as a weapon of ofiVnee in our enemy’s hands it will not 
enaV)le him to destroy our trade, wliich may, like his own, 
be cairied on unde^r a lu’utral Hag, hut it will enable him 
to capture our merchant ships, wliich are not only more 
numerous and valuable than those of aii}’^ other nati<»n, 
but more numerous and valualile than those of all 
other nations put together. Wo shall not Ik* ahle to 
protect them, as formei’ly, by convoy, foi' spe(*d is of the 
essence of modern trade, and trallic will speedily des<‘i't 
sliips which have to wait for convo\g Nor would convoy 
be effectual again.st fast steam cruisers, Our fastest 
ocean steamers will protjabh^ save tliernselves from 
capture b^' tlieir own speed, hut tlu* bulk of our trade 
is carried on in seven or eight knot steamers, which 
will fall an easy pi’ey to fast armed vesse Is. The 
result will Vie tliat premiums of insurance in Kiiglish 
ships will rise ami become laiinous, aiul our ships will he 
transferred to some foreign iieuti’al flag, perhaps never 
to return. We shall then under this law of maritime 
cajjtui’e, be ahle to injure or destroy our enemy's 
merchant nav}’’, and he will in most cases Ijo able to 
cripple ours ; but in this, as we have far more to lo.se 
tlian he has, we shall be the greatest sufferers. 

It is impossible to discuss this subject Iiere as its 
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iiiiportfinco (losf*r\'os. .Hut in a troatise on tlio relations 
<.>f tlio tStato to trade, it wouLl be wrong to omit all 
notice of a danger imjxmding over an important branch 
of our trade, which it may be in the power of the State 
by succt'ssful di2:)lomacy to remove. 

It apppears to mo tliat it is deo^jly to our interest to 
do what the Amei’icans and others have heretofore in 
\'ain asked us to do, viz., to extend still further than 
lias yet been done the principle of exempting private 
projierty at sea fi’om being seized or destroyed by 
ail enem3\ 

I rad e and Oonqneftt , — There is another aspect of the 
relations of the State to trade in connection with its 
foreign relations, which suggests still more serious 
reilections, English trade is found in eveiy quarter of 
the globe, among savage and half-civilised, as well as 
among civilised nations. It is found in the shape of 
cargoes exchanged under tlie protection of the English 
tiag, of investments ly Englislimen in the industrial 
enterprises of the foreign countries, and of money lent 
to foreign governments, the profits and interest of 
which come back to us in the shape of goods carried 
in fJritish ships. These .ships and theii* cai'goe.s, these 
investments of British capital, the State is called upon 
to protect. N ow all these oj.)erations are praiseworthy’, 
useful, and de.sirable in themselv’es, and if fairly and 
2>roperly conducted may'^ cany civilisation into the waste 
parts t>f the earth. It is the privilege of honourable 
trade that, like mercy, it is twice bles.sed ; it blesseth 
him that gives and him that takes ; each of its dealings 
is of necessity a benefit to both parties. But traders 
and speculators are not always the most .scrupulous of 
mankinrl. Their dealings with .savage and half-civilised 
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nations too often betray sliar]» praetie(\ sonietinu’s 
^■iolent■ and wron;^. Tin* ]>ersons wlio carry <»n our 
trade on the outskirts of civilisation are iu)t (list in^i^uislie<l 
hy a special appi’eciation of tlic’- rights of <)tlu‘rs, nor are 
the speculators who are attracted hy the enormous 
profits to he made hy precarious investments in halt- 
civilised countries, people in whose hands we should 
desire to place the fortunes or leputation of our country. 
AVhen a difficulty arises hetween oursehes and oiu' of 
the weaker nations, these aie the persons wliose ^'(Jice is 
most loudly raised for acts of violence, of a^^ression, or 
of revenge. Our mercliant navy, we are t(jld, b(‘gan its 
career with piracy and slave-dealing, and in some of tin* 
practices which we are now trying to repress ana mgs t 
the isles of the l^aeifie is still to he found a taint 
of its original vice. Our dealings in tlie fai‘ ICast, 
and elsew'herc, liave not always lieen sueli as 
wcjuld do credit to an lionest merchant. The conse- 


(juences have too often been rei>udiation, ill-will, and 
violent revenge. The State is then called in to j)ro- 
tect its trade with the canncjii and the lja\'onet, and w(’* 
end with eoii(|uering where we began w ith buying and 
selling. Tt would be interesting to examine how many 
of our wars and conquests liave had their origin in what 
ought to have been peaceful trade. Tor g(jod or for 
evil we owe India to a trading compan\^ Our w'ars in 
China arose out of our trade, and we should not now ho 
in E^^ypt, but for our investments in tliat cM^iuitry, and 


our interests as traders in the Canal. 


Ever3'^ A antage 


point in the map of the world becomes a port of call 
for English ship.s, and is garrisoned by an English 
force ; the bounds of empire are extended, and subject 
nations are annexed. To those wlio reflect with JMr. 
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Gladstone ' that our power, our prosperit}’’, our empire, 
depend upon the character, vigour, and capacity of the 
people who inhabit these islands, and that this people 
is only thirty-five millions in number, it may well be 
doubted whether, in undertaking to manage such a 
huge pioportion of the world, we ai*e not taking upon 
ouiseUes more than we are able to perform, and whether 
the demands which our trade thus indirectly makes 
upon our population do not constitute a serious drawback 


to tJie wealth and power which it brings us. It is a 
letlection which ought at an^’’ rate to inspire hesitation, 
caution, and moderation, when we are called upon as a 
nation to undertake fresh risks and fresh responsibilities 
on behalf of oui* ubicjuitous commerce. 

^ Sec In« article on “ Aggression in EgyjJt,” in the Xineteenth 
Century ot June, 1877. 
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K }ia\'o tlius seen that the State* maintains oi{l(*r, 
witliout wliieh trade would be iinjtossible ; tliat it 
enforces ti'aflin^ contracts, ami at the same time pro- 
vides that tiieir obligatio]! shall not contimu? too Ion 
or become oi)pressive ; that it determines the measure 
of (juantity and value in which contracts are made, and 
supi)lies, though not at its own cost, tlie medium of t'x- 
change; that it lepueliates monopoly, unless when neces- 
sary to reward invention ; that it generally leaves buy(*rs 
and sellers to fix their own prices ; that where monopoly 
is inevitable it I’egiilates pi'ice and conditions, and some- 
times un»lertakcs the supply itself ; that it repmliatcs 
any attempt, by means of protective duties, or other- 
wise, to prevent bu^’^ers from buying what they want to 

compel them to buy what they do not want 
t<) buy ; that it does not hesitate to interfere with trade 


wlien it appears to be necessai'y to do so in order t<> 
protect life and health ; that it levies a part of the 
general rev'enue of the nation upon the exchange of 
commodities, iii return for which it gi\'es to trade, in 
peace, the benefits of security from violence, of law, and 
of various organised modes of action without which it 
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could not exist j that in tiine of war between other 

nations, it enforces certain restrictions f)n trade for 

the purpose of jnaintainin^ peace j and that* when it 

is at war itself, it ^ives to trade all the protection 

it can, and in so floin^ often takes upon itself serious 
liaViilities. 

Under this s 3 ^steln, the cliief feature of which is as 
niiieli individual freedom as is consistent with the 
welfare of an or^aniserl society”, and the performance of 
self-impose<I obligations, British trade lias grown to be 
such as th(5 world has never seen before. The State has 
given piotection, and has established forms and inodes 
of action. Jiut its chief praise in relation to trafle has 
b<’en that it lias left as much scope as possible to the 
free energy and self-interest of its peojile. 


THE END 
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